Google 



This is a digital copy of a book that was preserved for generations on Hbrary shelves before it was carefully scanned by Google as part of a project 

to make the world's books discoverable online. 

It has survived long enough for the copyright to expire and the book to enter the public domain. A public domain book is one that was never subject 

to copyright or whose legal copyright term has expired. Whether a book is in the public domain may vary country to country. Public domain books 

are our gateways to the past, representing a wealth of history, culture and knowledge that's often difficult to discover. 

Marks, notations and other maiginalia present in the original volume will appear in this file - a reminder of this book's long journey from the 

publisher to a library and finally to you. 

Usage guidelines 

Google is proud to partner with libraries to digitize public domain materials and make them widely accessible. Public domain books belong to the 
public and we are merely their custodians. Nevertheless, this work is expensive, so in order to keep providing this resource, we liave taken steps to 
prevent abuse by commercial parties, including placing technical restrictions on automated querying. 
We also ask that you: 

+ Make non-commercial use of the files We designed Google Book Search for use by individuals, and we request that you use these files for 
personal, non-commercial purposes. 

+ Refrain fivm automated querying Do not send automated queries of any sort to Google's system: If you are conducting research on machine 
translation, optical character recognition or other areas where access to a large amount of text is helpful, please contact us. We encourage the 
use of public domain materials for these purposes and may be able to help. 

+ Maintain attributionTht GoogXt "watermark" you see on each file is essential for informing people about this project and helping them find 
additional materials through Google Book Search. Please do not remove it. 

+ Keep it legal Whatever your use, remember that you are responsible for ensuring that what you are doing is legal. Do not assume that just 
because we believe a book is in the public domain for users in the United States, that the work is also in the public domain for users in other 
countries. Whether a book is still in copyright varies from country to country, and we can't offer guidance on whether any specific use of 
any specific book is allowed. Please do not assume that a book's appearance in Google Book Search means it can be used in any manner 
anywhere in the world. Copyright infringement liabili^ can be quite severe. 

About Google Book Search 

Google's mission is to organize the world's information and to make it universally accessible and useful. Google Book Search helps readers 
discover the world's books while helping authors and publishers reach new audiences. You can search through the full text of this book on the web 

at |http : //books . google . com/| 



V»^i 







>'yii . 






/ 



•\ i^ 




w 

v 



X 






^> vS 






^n 



V, 



.-... ;.•■/ 









v-^ : '• 



V 





^"^^ 






.^. 



f;' 



•i . 



v i 



r* ::**. 



■i\^ 



V 



»^ 



rf - 1. 



■- --^. 



.-'" V 



X 



w 



^ 



'\ ' i^^i 



'•>>. 



r' 






-^^' 



'V/ 



•>«*^ 



>.-'-v 



x^ > 



,^' 



,./ 



*^ 



'v_^ 



li 



^ 

^ 



*• 

N 



\^ . ' t. 



/^' 






r- ■' ^. 



GENERAL LIBRARY 
OF 

UNIVERSITY OF MICHIGAN 



PnasBNTSD av 

l^:'^:^A^,...{^^ [\rr(-fr^ 

[.X....p^ 189-2 




/\ 



-'N.;\M /^^- T 



\ 



\ 






• /^^ 



 / V' 



\ • /, 



\'fl 







.^ 



'V - 






,^ 



.1^ 



»v ' 



^t 



'■ / 



fjf 



i 



->  



J-' 



e\.. 



/ 



•iA' 



%^ 








»' ^ 



>'y/ 



■^ - ■^- 







>. 



^ 



> t 



Dealings in "Options" and "Futures." 



i^Jj-e;^ 



PROTESTS, 



Memorials and Arguments 



AGAINST BILLS INTRODUCED 



;l 



IN THE 



Kib^ty-Second Congress. 






IBSUBD SY 

NEW YORK COTTON EXCHANGE, 
NETAT ORLEANS COTTON EXCHANGE, 
BOARD OF TRADE OF THE CITY OF CHICAGO, 
NEW YORK PRODUCE EXCHANGE 



1 892. 



r>t^ 



L. H. BUlow * ComjMy, Pri»t« ud StatioMn. H«r Totk. 



/ 



CONTENTS. 



• 



PAGB 

New York Cotton Exchange 6 

New Orleans Cotton Exchange 20 

Board of Trade of the City of Chicago 43 

New York Produce Exchange _ 60 

Chamber of Commerce of the State of New York 119 

New Orleans Board of Trade 123 

Savannah Cotton Exchange 134 

Mobile Cotton Exchange 125 

Memphis Cotton Exchange 126 

Houston (Texas) Cotton Exchange ^ 127 

Greenville (Miss.) Cotton Exchange 128 

New York Banks and Bankers,' - 129 

New Orleans Banks and Bankers 181 

Chicago Banks and Bankers 138 

Address of Mr. A. E. Orr, of New York 60 

Address of Mr. James O. Bloss, of New York 10-16 

Address of Mr. John W. Labouisse, of New Orleans 84 

Address of Mr. Charles D. Hamill, of Chicago 60 

Address of Mr. Thomas A. Wright, of Chicago 55 

Address of Mr. Michael Cudahy, of Chicago 67 

Address of Mr. Deniston B. Smith, of Toledo, Ohio 70 

Address of Mr. E. P. Bacon, of Milwaukee, Wis 77 

Address of Mr. A. C. Raymond, of Detroit, Mich 98 

Letterof Mr. 8. T. K. Prime, of Dwight, 111 54 



; 



\ •'. '' ^ 



New York, March, 1892. j 

TO WHOM IT MAT CONCERN : \ 

In January, 1890, there was introduced into the House of 
Representatives by Mr. Butterworth, of Ohio, a bill taxing 
dealers in ^'Options" and '^ Futures" five cents per pound 
on cotton and all hog products, and twenty cents per bushel 
on wheat, corn, oats, barley and rye, which bill failed of 
consideration by the death of the 51st Congress. 

In January, of the present year, bills of a similar nature 
were introduced into the House of Representatives by Mr. 
Hatch, of Missouri, and by Senator Washburn, of Minne- 
sota, in the Senate. 

Should any of these bills become law, the eflFect would be 
that all the Exchanges and Boards of Trade dealing in the 
articles mentioned, would be wiped out of existence, and a 
great injury would be done, iiot only to those bodies, but to 
the producers of the articles. 

Inasmuch as we are in constant receipt of requests from 
all parts of the country for information on the subject, we 
have thought it advisable to compile this pamphlet. In do- 
ing this, we have necessarily been obliged to curtail some 
of the addresses delivered, but in doing so, we have en- 
deavored to preserve everything that materially bears upon 
the subject. 

New York Cotton Exchange. 
New Orleans Cotton Exchange. 
New York Produce Exchange. 
Board of Trade of the City of Chicago. 



NEW YORK COTTON EXCHANGE. 



Pbotest of the New York Cotton Exchange against the 
FOLLOWING Bills : H. R. 2699, S. 685, and S. 1268. 

To the Hon. The Agricultural Committee of the House of Represen- 
tatives: 

By your courtesy, we appear before you as representatives of the 
New York Cotton Exchange to enter protest against the bill intro- 
duced into the House by Representative Hatch, of Missouri, which 
is known as H. R. No. 2,699 ; against the bill introduced into the 
Senate by Senator Washburn, of Minnesota, which is known as 
Senate Bill No. 685 ; also, against the bill introduced into the Sen- 
ate by Senator Peffer, of Kansas, known as Senate Bill No. 1,268, 
the enactment of any one of which into law would result in the sup- 
pression of trading in this country in what is known as contracts 
for the future delivery of wheat, corn, oats, rye, barley, cotton, 
cofEee, and all other farm products, also pork, lard and all other 
hog products. 

The Bill introduced by Representative Hatch is almost identical 
with the bill introduced into the House in January, 1890, by Rep- 
resentative Butterworth, of Ohio, and imposes a licensed fee of 
$2,000 on all dealers for future delivery in any of the articles men- 
tioned, and further, a tax of five cents per pound for each and 
every pound of cotton or of pork, lard and other hog products, and 
the sum of twenty cents per bushel for each and every bushel of 
the other articles mentioned. 

The Bill introduced by Senator Washburn in the Senate imposes 
a license fee of $1,000, and the same tax as the Hatch bill. 

The Bill introduced by Senator Peffer makes dealings of this 
character felonies, punishable by imprisonment of not less than two 
years, nor more than ten. 

We beg to submit herewith a protest of Bank Presidents and 
Bankers of New York, by which it appears, that whatever the as- 
serted evils may be, incident to this method of doing business, it 
affords a measure of security and protection to legitimate traders 
and capitalists, as well as to the producers of the articles named 
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and manufacturers^ that is not to be disregarded. That the same 
machinery is made use of by speculators is freely conceded^ but it 
is submitted that speculation is as old as commerce^ and is as im- 
possible of being stamped out as that commerce itself should be 
legislated out of existence. 

While these bills do not pretend to be prohibitive, they neverthe- 
less are so by reason of the enormous tax that is levied, the real 
purpose sought to be accomplished being, not the raising of reve- 
nue, but the prohibition and destruction of the system. 

The advocates of the abolition of this method of doing business 
may claim that those engaged in this business are no better than 
gamblers, and therefore should be suppressed on the same moral 
grounds that any other vice should be, but when it is considered 
that scarcely a merchant in any of the great markets of the world, 
interested in either grain, hog products or cotton, but makes use of 
contracts for future delivery of the various articles, and that, 
through their instrumentality, the crops are moved, whether as an 
incident thereto the system is also availed of by speculators or not, 
it hardly seems reasonable that this great class in the community, 
representing its industry and business sagacity, should be classed 
with gamblers, thieves and pickpockets, and be put tinder social 
and legal ban, in company with them, by the first law making power 
of the nation. 

There are at present in warehouse, in the City of New York, 
nearly 400,000 bales of cotton representing $16,000,000 of value, 
which is owned by merchants and bankers, and against which, it is 
fair to assert, there are outstanding contracts for delivery in the 
future for at least 300,000 bales, if not more. The same statement 
holds true of the City of New Orleans, where there is a stock of 
nearly 500,000 bales. To say, therefore, that a class of men who 
absorb, provide for and take care of this amount of property are 
an injury to the producers, would seem to be too absurd to be seri- 
ously considered for one moment. 

Some of the advocates of the destruction of this system avow 
that their only purpose is to stop " short selling,^' apparently over- 
looking the fact that there are always two parties to a transaction, 
the resisting force of the owe being quite as great as the other, so 
that the influence exerted by " short selling " is little or nothing. 

The great law of supply and demand regulates values of every- 
thing and is no more to be resisted than the tides of the ocean. A 
short seller in making his engagements will either derive profit or 



suffer loss as the ultimate facts prove him to be right or wrong. If 
there is more of any article than the world needs for the time being, 
the price will decline. If there is less than the world needs, the 
price will advance and no legislation undef heaven will prevent 
this inexorable law from operating whether a man sells what he 
does not possess in the hope of securing it at a later period at a less 
price or not. This being so, to abolish the system would be of no 
advantage to those who falsely imagine that it might be, but on the 
contrary, would tend to leave them at the mercy of buyers for 
actual consumption only, and at a time when their stocks and sup- 
plies are. the greatest. The further effect would be, that fluctua- 
tions in the value of all of these articles would be much more 
violent than is now the case, which assertion finds corroboration 
in the statistics of years when the system of trading for future de- 
livery was not in existence. At that time, it was no unusual thing 
for cotton to fluctuate ten cents per pound within a crop year, 
whereas now it rarely exceeds two or three cents per pound. 

There might be some force in an argument, that a small portion 
of the community were engaged in a business that resulted in severe 
damage to another, and by far larger portion of the community, 
if it were true. But it is not true. Any reasonable man must 
concede that supply and demand regulate values, and that indi- 
vidual effort against this great law means destruction to the indi- 
vidual. 

It would seem almost unnecessary to present to you any of the 
numerous illustrations of the uses to which this system of trading 
is put by conservative merchants and bankers for the reason that, 
should any of these measures become law, none of the benefits ex- 
pected by their advocates would be realized ; still, in view of the 
asserted viciousness of the system, it is but proper that some of its 
beneficent workings should be called to your attention. 

It acts and is used as an insurance against loss to a very large 
extent. The common method pursued by exporters in the early 
part of the season is to enter into engagements with England and 
the continent for the delivery there of very large quantities of cot- 
ton, the price of which is fixed, based upon the rate at which they 
can contract for cotton in New York, plus charges for freight, 
commissions, etc. When the crop begins to move, these exporters, 
who have practically no interest other than to secure the requisite 
quantity and quality of cotton that they have sold, having bought 
and sold the same quantity, begin buying in the South such grades 
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or qualities of cotton as they require, and as they buy in the South, 
they make a sale contract in New York corresponding in all respects 
to the previously executed purchase contract ; the result is they 
have fulfilled their obligation to Europe made months before, with- 
out any of the risk of either an advance or decline in the price be- 
tween the time of contracting with Europe in the Summer and 
Pall, and the making of the shipment in the later Pall or Winter. 

Large quantities of cotton are also bought by Liverpool mer- 
chants and stored in Liverpool, with contract sales against such pur- 
chases, in the same manner as is done in New York and New Or- 
leans. The fact that the cotton is already sold and is therefore not 
subject to the risks of markets lends security to bankers in the 
handling of bills of foreign exchange drawn against shipments. A 
bill of exchange drawn upon a merchant in Liverpool for a cargo 
of cotton that has already been sold is a very much safer bill of ex- 
change to buy than one drawn against a shipment of cotton against 
which there has been no sale, the market value ' of which upon its 
arrival may be materially lower than at. the time of its purchase. 

Again, manufacturers in this country are continually making 
contracts for the delivery of goods sometimes extending over a per- 
iod of months or even a whole year. Contracts for future delivery 
of cotton are made use of to a great extent by them to insure the re- 
quisite amount of raw material at a fixed price to carry out the con- 
tracts entered into for good&. 

- Again, country merchants in the South furnish to planters sup- 
plies of meat, com, provisions and fertilizers, upon an agreement 
that they shall be paid therefor in a stipulated number of pounds of 
cotton per pound of meat or ton of fertilizers when their cotton 
crop is made. These merchants, to no small extent, make use of 
contracts for future delivery of cotton for the disposal of the cotton 
which will come into their hands in payment of the supplies they 
have furnished, and, knowing just how many pounds they are to 
receive and at the same time having made a contract for its sale, 
they thereby fix the profit they are to make on the fertilizers and 
provisions they have so supplied to the planters. 

It will therefore be seen that the legitimate uses to which this 
system of trading is put are of wide ramifications and of great ben- 
efit, that it is a system of business, so interwoven with the commerce 
of the country and the world, that to abolish it would be the 
doing away with one of the most sensible and reasonable evolutions 
of modern trade. 



Another important feature for your consideration is the fact that 
this method of trading is not confined to this country, but h in 
operation in all the great mercantile countries of the world. 

The passage of such bills as these would put this country out of 
harmony with the rest of the world with which it deals, and would 
greatly inure to their benefit and correspondingly operate to our 
disadvantage. 

The world is not going to cease trading and speculating in the 
great staples in deference to any sentimental idea, and if it cannot 
be done in New York, New Orleans, Chicago, Milwaukee, St. Louis 
and San Francisco, it will be done where no such absurd notions 
exist, and particularly, by that country, insignificant in area com- 
pared with our own, that has nevertheless built up and maintained 
a commercial supremacy in the world that no other country ap- 
proaches. The enactment of such bills as these would tend to still 
further build up her commerce and pull down our own, with no re- 
sulting benefit to those who are striving to bring this thing about. 

The newspapers of the land may differ on many points, but as a 
class, the men who edit the great papers are men who have the 
best interests of the country at heart ; almost without exception, 
during the agitation on this subject two years ago, they wrote in 
condemnation of tHe proposed legislation. They maintain the same 
attitude to-day. Such evidence as this is hardly to be disregarded, 
but if it were, and if all that has been said should be brushed aside, 
the single practical illustration of an effort in this same direction by 
Congress, is to be cited. That effort was to stop trading in gold. 
The effect of that law, which had an existence of only about a week, 
and which Congress hurriedly repealed, was exactly the reverse of 
"what was sought to be accomplished. Instead of lowering the price 
of gold, the price advanced rapidly from 220 to 285, and upon the 
repeal of the law, about as rapidly declined. 

Such a single experiment as this ought to be enough to satisfy 
any political economist that legislation cannot make or unmake 
prices. 

Charles W. Ide, 
James 0. Bloss, 
Wm. Eay, 
Henry Hentz, 

SlEGP. GrUNER, 

Committee, New York Cotton Exchange. 



Addbbss of Mb. James 0. Bloss, Vice-Pbesidekt op the New 
York Cotton Exchange, delivered before the Committee 
OK Agriculture of the House of Representatives, Feb- 
ruary 9th, 1892, IN OPPOSITION to H. R. 2699, taxing deal- 
ings IN '^OPTIONS *' AND '^ FUTURES/' 

The advocates of these bills assert that supply and demand have 
nothing to do with the case ; that such arguments are nonsense. 

If this is SO, then many men of great minds have wasted lives of 
thought. 

It might also be worthy of consideration, conceding for argu- 
ment's sake, the effect of "short selling'' invariably to be that of 
reducing prices ; how it is that during a period of over twenty years, 
prices of all articles traded in for future delivery have not. reached 
zero? 

Another reflection : — 

Before the days of "futures" was there a fixed and unalterable 
price for everything, or if there were fluctuations, were they always 
advances? Were there no seasons of depression in values? Did 
hot cotton between 1831 and 1848 sell in four seasons as low as five 
cents in New York, two seasons as low as six cents, and flve seasons 
as low as seven cents ; also in two seasons during the same period as 
high as twenty cents, one season at seventeen cents, and another at 
sixteen cents ? 

Are there not ruinously low prices experienced in articles not 
dealt in on Exchanges? Has not coal and iron declined to such 
prices that mines have stopped work and furnaces gone out of blast? 

If there is such power of making low prices by short selling, why 
does the decline stop short of zero ? Why is there ever an advance ? 
You know there are alternate advances and declines, else zero would 
be reached ? 

If, therefore, notwithstanding the "short-seller" does not bring 
zero, and in spite of him advances do occur, and notwithstanding 
declines do take place in articles not traded in on Exchanges, is it 
fair, is it honest, to assert that the cause of declines is by reason of 
any particular system of trading ? 

The arguments of some would indicate that they believe ifc does 
not take two parties to make a trade ; that a trade can be by a seller 
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alone^ no buyer ; that the wind man sells^ sells^ sells^ with no one 
who buys. They either know this is not so, or they know too little 
to be listened to. 

For every sale there is a purchase, and the man that sells short 
experiences his mistake, and pays the penalty quite as often as the 
man who buys. 

The man who sells wind often finds that he has a whirlwind as a 
result, and the answer to the contention that the wind selleir absorbs 
all the buyers so that the next legitimate seller finds no buyer, is 
answered by the statement that the supply of additional sellers for 
additional buyers is just as much exhausted as that the supply of 
additional buyers is exhausted. , 

Another point that I wish to call to your attention is the' use of 
the word *^ Margin.'^ The significance that is attached to this word 
apparently in the minds of many is nothing more or less than the 
chip that is placed upon the roulette table, and that when the wheel 
stops, the chip is scouped in by the dealer. The fact is it differs in 
no respect from the earnest money deposited by a buyer as binding 
a transaction made in real estate. In probably the majority of 
transactions made in contracts for future delivery, no margin is de-^ 
posited either by the buyer or the seller, owing to the commercial 
standing and responsibility of the parties to the contract. 

Margins are deposited to no small extent, however, as the fluctu- 
ations of the market after the contract has been entered into may 
warrant. As an illustration : If I buy a thousand bales qf cotton 
for delivery next August at 7^ cents, and if for any cause between 
now and next August the market for those deliveries should ad- 
vance to ten cents, I am by no means sure that the party who has 
sold me this cotton will be able to fulfill his obligation when it be- 
comes due ; and in order to protect myself against the possibility of 
his inability to do so, I will call upon him to put into the hands of 
a third party, namely, a Bank or a Trust Company, a sum of money 
that shall equal the difference between the price at which I have 
purchased and the current ijiarket price. 

Should the market thereafter again decline to the price at which 
I bought from him he would be entitled to have this money re- 
turned to him by the Trust Company, and it would be so returned. 
Should the market maintain its advance up to the day of the fulfil- 
ment of the contract the margin would remain in the Trust Com- 
pany ; and after he had completed his contract with me, this money 
that he had so deposited would then be again retui^ed to him. 
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This explanation is made simply that you. may appreciate that 
** margin'' does not mean "bet/* It does not mean that a man's 
responsibility ends with the amount that he has deposited. It is 
simply a pledge that he will fulfill the engagement that he has en- 
tered into ; and when he has fulfilled that engagement, he has re- 
turned to him that which he has pledged. 

I also wish to offer a brief reply to a question that was pro- 
pounded yesterday a number of times ; namely, what possible ad- 
vantage is there in a future sale to the producer ? 

There are individual illustrations that would show that there are 
advantages if he is a good judge of probable future values that he 
might avail of if he saw fit ; but it is not by such illustrations that 
the answer is best made, for it might be claimed that they never are 
availed of by the producer ; and therefore the reply must be on gen- 
eral broad principles. 

The advantage to the producer is this. The surplus of all prod- 
ucts must of necessity be taken care of by the capital of the world, 
pending the time when that surplus is needed. Now, capital will 
only take care of surplus after it has reached a point that it is only 
a question of waiting long enough for some radical change to over- 
take the world, for it to secure a handsome profit for the risk that 
it has assumed. Assuming, therefore, that it is of advantage to a 
producer that the thing that he produces shall not sink to such a 
low level as this state of things calls for, the advantage that he de- 
rives is, that this system prevents that degree of depression that 
otherwise would take place in the articles that he produces. 

How is it that it prevents this extreme depression ? It is prevented 
because human nature is always hopeful. Human nature is dis- 
posed the world over to be " bullish ; " notwithstanding the fact 
that it is widely claimed that there are more *^ bears " than " bulls.'' 
The result of it is that, after the article has made a moderate de- 
cline there are scores of people who believe that it is time for an ad- 
vance. These men constitute a buying power. They come in to the 
various markets and buy these articles for future delivery at a price 
that enables the capitalist to make the contract with them and buy 
the actual stuff and hold it against the day of maturity. The effect 
of this is that the weight of the surplus of the world is lifted off the 
immediate market ; and while these buyers may be only temporary 
buyers and they may shift their responsibility from one to another, 
back and forth, still there is this great mass of property that is paid 
for and taken out of the way until it is wanted. It makes room for 
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the man who has further actual stock to sell to come into the market 
and find his buyer. 

This is the reason Ihat New York is said to be no market for ac- 
tual cotton. It is because New York carries an immense quantity 
of this surplus stock, and does not undertake to market the cotton 
until after the supplies that are continually coming in have passed 
out of sight. This it seems to me is no small advantage to a pro- 
ducer. 

Another feature for your consideration is that this system of trad- 
ing was the outgrowth of an evolution of trade. Before the New 
York Cotton Exchange was organized or incorporated, cotton in 
large quantities was placed upon vessels at the ports from which the 
vessels sailed, with the cotton unsold. Samples of these cargoes 
would be sent to New York and would be sold over and over and 
over again while in transit, and these samples would never be sent 
forward until just in time to reach their proper destination by the 
time of the arrival of the vessel. 

Contracts also were entered into between dealers for cotton to ar- 
rive, or for cotton upon the spot the delivery of which should be 
delayed ten, fifteen, or twenty days as the case may be, in order to 
admit of the buyer being able to turn it over at a profit or a loss 
before the time of its being received had expired. 

The organization, by-laws and rules of the Cotton Exchange were 
the outgrowth of the necessity of some kind of government of the 
large transactions that were being made respecting which contro- 
versies or disputes were continously arising, and which had to be 
individually settled in various and inconvenient fashion. Rules, 
therefore, were adopted, forms of contract, methods of delivery, 
and all those details arranged by which all members of the organi- 
zation should be governed ; and while possibly it may appear sing- 
ular that the proportion of reported transactions in actual cotton is 
so small in coniparison with the volume of future transactions, it is 
to be borne in mind that a great deal of actual cotton is sold that is 
never reported ; while every shifting of interest by the traders in the 
future market is recorded ; and it would be no unfair illustration to 
state, that where I, as an importer from the South to New York, 
might buy a hundred bales of actual cotton and make a contract for 
its future delivery, that the contract which I sell as a hedge might 
easily be shifted from the shoulders of the buyer from me to ten 
other shoulders before the date of delivery ; and therefore to say be- 
cause the shifting process has taken place nine times or a hundred 
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times before it reaches a resting place/ that these multiplied trans* 
actions are not genuine^ cannot be enforced and are not enforced, 
is stating something that is not the fact. 

Every man who makes a contract is absolutely obliged to make a 
delivery or find some one to make it for him ; and every man who 
buys a hundred bales of cotton is bound to receive it and pay for 
it, or shift it on to somebody else who will. 

Were there never any call for a delivery, were these transac- 
tions all settled either at maturity or before, how is it that New York 
should be carrying a stock of nearly 400,000 bales of cotton. The 
people that buy these contracts have a practical experience that there 
are deliveries made. 60,000 bales of actual cotton have been ten- 
dered in a single day, taken up and paid for, as one firm in the New 
York market found to its sorrow. 

Speculation doubtless exerts a passing influence upon values but it 
is just as likely to be for an advance as for a decline, and is really no 
more than the fly upon the wheel that rides along with the vehicle 
that is moving. 

It would seem that those who oppose this system of trade would 
have no objection to future contracts being made to the extent of 
any crop that is grown, but when a volume is reached that equals 
the crop, it must there stop. This proposition would appear so 
absurd that it is hard for it to be discussed. You might as well 
say that the product of a mill when it is sold to a jobber should go 
no further ; and were this to be the rule of trade carried to its ulti- 
mate conclusion, it would be absolutely necessary that every pro- 
ducer must find an actual consumer, and that the transactions of 
the world shall be restricted to these two classes of the community. 

This world has grown too large to permit of the necessities of life 
passing from producer to consumer without the interposition of in- 
termediate men, and after all has been said, the merchant, broker, 
speculator, banker and railroad, are all in the same boat, and all con- 
tribute to the movement from the first man to the last man. 

Your honored chairman, yesterday, suggested to the speaker that 
it was farthest from any desire of his that the operations of the 
proposed bill should in any way hamper or restrict legitimate trans- 
actions. Who shall divine what is legitimate and what is illegiti- 
mate? I am sure I will not undertake to do it. But conceding the 
definition of illegitimate to be anything that any one wants to make 
it, I maintain that the legitimate and illegitimate are so closely 
interwoven that one cannot be destroyed without destroying the 
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uses to which the other is put ; and to say therefore that^ such 
being the case, the legitimate shall suffer death together with the 
illegitimate is only another way of saying that because whiskey is 
made from corn, therefore no corn shall be grown in this country. 



Address of Mb. James 0. Bloss, Vice-President of the New 
York Oottok Exchange, delivered before a Sub-Com- 
mittee OF the Judiciary Committee of the Senate, in 
OPPOSITION to the Anti-Option Bills, on Monday, Feb- 
ruary 16th, 1892. 

The New York and New Orleans Cotton Exchanges appear before 
you, notwithstanding the elimination of cotton from the second 
Washburn Bill, for two reasons : 

1. Because you may have to consider a bill of similar purport 
introduced in the House of Eepresentatives by Mr. Hatch, which 
includes cotton, and 

2. Because we are opposed, on principle, to legislation of the 
character proposed. 

The illustrations of the beneficent uses to which this system of 
trading is put, in the legitimate commerce of the world, have been 
sufficiently laid before you, and I shall therefore not burden you fur- 
ther in that direction. 

The advocates of the suppression of this method of trading claim, 
by reason of its volume and the facility it affords to persons of very 
small means, of becoming factors in the various markets, particu- 
larly in grain in Chicago, that the effect is to depress prices ; also 
that the bent of mind of speculators is toward a low range of values 
rather than toward a high range, that Chicago makes the prices of 
wheat, corn and hog products, and that in so making them the 
producer suffers. 

^ This in brief is the claim. The chief advocate of the enactment 
of these bills looking to the suppression of future trading freely 
asserts that he has for a number of years been studying the question, 
and being unable to account for the change in level of values that 
has come over the markets of the world, he assumes or concludes it is 
this system of trading that has brought it about. He is not quite sure 
that tariffs or silver may not have had something to do with it, but 
being a protectionist he does not think tariff has had much to do 
with it. I don^t recall what his conclusions were as to the effect of 
the demonitization of silver, but after many statistics and failing 
to find a solution of the problem, he concludes that low prices are 
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caused by the system of trading for future delivery, which, by the 
facility it affords to speculation, produces an enormous volume of 
transactions with a preponderance of traders of a pessimistic turn of 
mind, who override supply and demand, produce an inexhaustible 
supply and a corresponding depression of values. I am not a person 
that has made much of a study of political economy, but it does 
seem to me that if this proposition is true it is a little singular that 
during the period of over twenty years that this method of trading 
has been in vogue, prices of the articles so traded in have not fallen 
to nothing, that there should ever have been any advances. 

If the tendency is to continued reduction of prices, why is it that 
articles not so traded in also suffer declines, proceeding at times so 
far as to stop production ? 

I do not pretend to be able to account for the economic changes 
that may have taken place, but I do not believe that it is due to the 
cause claimed by the advocates of these bills. The speculator, 
whether he be a man of large means or small, bold or timid in his 
operations, whether he be a " short seller ^' or whether he simply 
sells against actual product, is governed in his actions splely by his 
belief respecting the relation of demand to supply. 

The same men that, believing supply is too great for the demand 
will sell short large quantities, will with a contrary belief buy equally 
large quantities. If they are wroog in their belief they can no more 
overcome the assertion of facts against them than can be the tides 
of the ocean resisted ; their attempts may, for a time, be influential 
enough to make it seem that the great natural laws do not obtain, 
but it is only for a time ; the movement in the direction of assertion 
of proper equilibrium being all the more energetic by reason of the 
temporary hindrance that may have been interposed ; they watch 
every possible happening or event that can in any way bear upon 
the question of values with the greatest possible interest ; brute 
force does not accomplish much in establishing values, and no man 
or combination of men can stand under wheat or any other produce 
and hold it above its equilibrium any length of t^me, any more than 
can any man or combination of men maintain a price below a proper 
equilibrium if that subtle force of consumption proves there is less 
than is needed. 

Those of us who have spent our business lives under this method 
of trading, assert that less violence is experienced in establishing 
equilibrium of values than was the case prior to the inauguration 
of the system, and that statistics prove this to be the case ; that 
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whatever may be the cause that has produced a change of leyel of 
yalue^ that cause is not this or any other system of trading. 

Assuming for argument's sake, that this view of the proposition is 
correct, that buying and selling for future delivery is not the hidden 
cause of the misfortune complained of, can it be possible that Con- 
gress will enact a law, abolishing a system of trading that was the 
outgrowth of necessity, begotten of the telegraph and cables, and 
which is made use of as an insurance against loss, and for the pur- 
pose of eliminating speculation from legitimate transactions by 
almost every one, if not every one, who takes part in the moving of 
the products of this country from the producer to the consumer ? 

This legitimate use is enormous and conceding that the specu- 
lative use is also enormous, can it be that because ifc is asserted that 
the speculative influence is bad, which I do not concede, that there- 
fore the good must go with the bad ? You cannot define the one in 
such a way as to abolish it and leave the other ; if you legislate one 
out of existence you legislate the other out at the same moment. 

It may possibly be that the assertion is true that this method of 
trading is the root of the evil, but if it is, we maintain that that 
fact has not been proven. If it is believed by you that such is the 
case, we insist that it is due to us as representatives of legitimate 
commerce that such investigation be made by Congress, by the ap- 
pointment of a commission to inquire into the cause of depression 
in values of farm products, that the truth may be developed, and 
that after that, should it appear that we are wrong in our conten- 
tion, and that the advocates of the suppression of this method of 
trading are right, whatever the law may be that is enacted, it shall 
not go into effect earlier than Qne year after its passage. 

Any other course would be productive of results that are hardly 
to be measured. 

We leave our case in your hands with feelings of grave apprehen- 
sion, trusting that a judgment will not be rendered without that 
careful deliberation that the seriousness of the subject demands. 
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COMPARATIVE VALUES OF MIDDLING UPLAND COTTON 

in Liverpool and New York, at the times of lowest prices in New 
York in the years 1844, 1845, 1848 and 1892, making allowance for 
difference in freight ^charges and an average mail date equivalent of 
35 days later than Liverpool date for the New York date. Ex- 
change 4.85. 









Liverpool 


Equal 

American 

Money. 


Difference 


Date. 


Liverpool 
Price. 


Freight. 


Price, 

Freight 

Paid. 


New York or 
Price. Shipping 
Margin. 


Nov. 25, 1844.. 


8Jd. 


Id. 


3id. 


7iVc. 


5^0. lie. 


Feb'y 7, 1845.. 


3|d. 


fd. 


3id. 


TiVc. 


5iVc, IJc 


April 7, 1848- 


4Jd. 


Ad. 


3ttd. 


8 c. 


5Jc. 2Jc. 


March 3, 1893— 


3|d. 


Ad. 


3«d. 


7iV- 


7iVc fc. 



This statement is remarkable in two respects : 

1. The enormous margin required in the past by the cotton mer- 
chant to protect himself against a decline, as compared with the 
present, when he can protect himself by selling for future dc; 
livery. 

2. The wide fluctuation in that margin, ranging from l^c. to 2^., 
showing the lack of stability in values. 

It is also a well known fact in the cotton trade, that, during the 
years of low prices cited, cotton in the Southern ports sold for less 
than 4c. per pound, while now, with the same or lower range of 
prices current in Europe, it is bringing 6c. per pound in the 
South. 



NEW ORLEANS COTTON EXCHANGE. 



Protest of the New Orleans Cotton Exchange against the 

Passage of the Washburn Bill. 

To the Honorable the Senate of the United States of America : 

The New Orleans Cotton Exchange, a corporation established in 
the year 1871 in the city of New Orleans under the laws of the State 
of Louisiana, through its committee, respectfully protests against 
the passage of S. Bill 685, a bill defining "options^* and "futures," 
and imposing special taxes on dealers therein, and for other pur- 
poses. l?his Exchange has a membership of over 300, and is com- 
posed of commission merchants who sell cotton for planters, of ex- 
porters who buy cotton for spinners and merchants in Europe, of 
merchants who buy cotton for spinners in the United States, of 
bankers through whom all bills of exchange drawn against cotton 
are negotiated, of ship agents who represent the great fleet of 
steamers and sailing vessels by which the cotton is -carried abroad 
and to domestic ports, of insurance agents who arrange the in- 
surance on the bulk of the cotton seeking a market through this 
port, of cotton brokers, expert judges of the raw material, who buy 
the cotton from representatives of the planters for the merchants 
who ship to Europe and to American spinners ; of future brokers 
who buy and sell contracts for forward delivery for account of 
members of the Exchange and for merchants and spinners in Europe 
and the United States ; indeed, of all who are in any way connected 
with the vast movement of cotton through this and other ports in 
this country. And it may be well to state that the Exchange, as a 
corporation, never has an interest in any cotton sold either for im- 
mediate or future delivery, and that many of its members never deal 
in contracts for forivard delivery, their ^particular branch of the 
cotton business not necessitating such transactions. 

This committee submits that there is a vast difference between 
the transactions designated in the bill as "options" and those 
designated as "futures." The former are commonly known as 
"puts" and "calls," and are nothing more or less than wagers. 
Such transactions are not now, nor have they ever been, recognized 
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by the New Orleans Cotton Exchange, and, to the extent that the 
bill imposes a license on dealers in " options/^ as described above, 
and a tax on transactions therein, this Exchange enters no objec- 
tion. 

"Futures,** as defined in the bill, refer to transactions which are 
known to the New Orleans Cotton Exchange as "contracts for 
forward delivery.'* These contracts, as dealt in on the floor of the. 
said Exchange, contain nothing that partakes of the nature of a 
wager, nor do they contain any provision for the settlement of dif- 
ferences as between the contracting parties, according to fluctua- 
tions in the market at any time between the date of the contract 
and its maturity. On the contrary, the rules of the Exchange pro- 
vide that " all contracts for the future delivery of cotton shall be 
binding upon members and of full force and effect until the 
quantity and qualities of cotton specified in such contracts shall 
^^have been delivered, and the price specified in said contracts 
"shall have been paid. Nor shall any contract be entered into 
**with any stipulation or understanding between parties, at the 
^* time of making such contract as specified in rule 1, that the terms 
*^ of said contract are not to be fulfilled, and the cotton received 
**and delivered in accordance with said rule.** The foregoing 
quotation is an extract from rule 27 of the rules of this Exchange, 
and the rule 1 therein referred to, provides the form of contract 
under which all sales for forwarded delivery are made. For 
greater clearness the form of contract is here inserted : 

FOBM OF CONTBAOT. 

KuLE 1. No contract for the future delivery of Cotton shall be 
noticed in any public report or printed circular, or in any manner 
recognized, acknowledged, or enforced by the Exchange, or any 
committee or officer thereof, unless both parties thereto shall be 
full member^ of the New Orleans Cotton Exchange ; it being 
provided, however, that where contracts are issued by firms com- 
posed of two or more partners, at least two of said partners shall 
be full members of said Exchange. ~ 
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The contract shall be in the following form, to-wit : 

Contract A. 

Office of 

New Orleans, 188 

Bought for M 

of M - 

50,000 lbs., in about One Hundred Square 
Bales Cotton, growth of the United States, deliverable from Press 
or Presses in the Port of New Orleans, between the first and last 

days of next inclusive. The delivery within such 

time to be at seller's option, -in lots not less than fifty bales upon 
five days' notice to buyers. The Cotton to be of any grade from 
Good Ordinary to Fair, inclusive, and, if stained, not below Low 

Middling, at price of cents ( ) per pound for 

Middling, with additions or deductions for other grades, according^ 
to the quotations of the New Orleans Cotton Exchange existing on 
the sixth (6) day previous to the day on which the delivery is due. 

Either party to have the right to call for a margin, as the varia- 
tions of the market for like deliveries may warrant ; and which 
margin shall be kept good. 

This contract is* made in view of, and in all respects subject to the 

rules and conditions established by the New Orleans Cotton Ex:-^ 

change. 

Kespectfully, 



Per 



It will be seen from the above that actual quantities, actual 
descriptions, and actual prices are provided for ; also the dates at 
which the deliveries shall take place, and nothing is contained 
bearing the slightest reference to any settlement of differences, or 
to any wagering feature. In the event of the failure of any mem- 
ber to fulfil his contracts at maturity, his connection with the or- 
ganization would at once be at an end. The committee is of the 
opinion that the foregoing clearly demonstrates that the contracts 
dealt in in the New Orleans Cotton Exchange are legitimate ; that 
they are untainted with any element of wagering, and the parties 
thereto enter into same with no mental reservation or understand- 
ing that the terms of the same are not to be carried out in good 
faith in every particular. 
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The committee is aware that a belief obtains in many quarters 
that dealings in contracts for future delivery depreciate the value 
of the article dealt in^ and that^ therefore^ they should be^ as far 
as possible^ suppressed. So far as cotton is concerned^ and to this 
article alone is this argument addressed^ we are of the opinion 
that so far from depreciating value, the existence of contracts 
for future delivery serve rather as a restraint to serious declines in 
times of depression. 

The system of dealing in contracts for the future delivery of 
cotton was inaugurated in New York in 1871, in New Orleans 
in 1879, and in Liverpool somewhere about the same time. 
If stability of value is a desideratum, we claim that it has been 
more nearly obtained under the modern thpiU under the older 
method. It is beyond question that since the inauguration of this 
system the fluctuations in the price of cotton have been less vio- 
lent than they were under the old regime ; and in support of this 
statement reference is invited to the annexed table, which shows 
the price of middling cotton in the Liverpool market since the 
season of 1842-43. The period embraced covers fully the 
fluctuations under both systems. As prices in America were 
largely influenced from the breaking out of the war down to the 
resumption of specie payments in 1879 by the fluctuations in the 
price of gold, the Liverpool price in pence sterling is a truer index 
of the actual value of cotton at any given date than would be the 
prices in America before gold and greenbacks came to a level, it 
being remembered that cotton was always sold in America from 
1862 to 1879 for greenbacks, and not for gold. 
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FRIGE OF MIDDUNG ORLEANS IN LIVERPOOL, IN FENCE STERUNO. 



Season. 



1842-48.. 

1843-44-. 

1844-45. 

1845-46- 

1846-47. 

1847-48.. 

1848-49. 

1849-50. 

185(«1. 

1851-62. 

1852-53. 

1853-54. 

1854rn55. 

1855-56- 

1856-57- 

1857-58.. 

1858-59.. 



High- 


Low- 


est. 


est. 


5-12 


4-00 


5-87 


4-50 


487 


400 


5-25 


4-12 


7-25 


5-75 


5-75 


3-62 


5-50 


8-37 


7-62 


612 


7-75 


4-62 


5-87 


4-62 


6-25 


5-43 


6-00 


506 


6-62 


500 


6-37 


5-50 


9-25 


6-37 


9.25 


6-81 


7-88 


6-75 



Season. 



185^-60. 

1860-61.. 

1861-62- 

1862-63- 

1863-64- 

1864-65. 

1865-66- 

1866-^7.. 

1867-68-, 

1868-69. 

1869-70- 

1870-71-. 

1871-72-. 

1872-78- 

1873-74-. 

1874-75-. 

1875-76.. 



High- 


Low- 


est 


est. 


7-37 


5-75 


1012 


6-50 


25-25 


10-12 


27-75 


21-00 


31-75 


26-50 


27-50 


13-50 


25-00 


12-25 


15-75 


9-00 


12-87 


7-87 


1400 


10-50 


12-62 


7-75 


9-75 


7-50 


11-81 


9-62 


10-50 


900 


9-37 


8-18 


8-37 


7-18 


7-37 


6-00 



Season. 



1876-77. 

1877-78. 
1878-79. 
1879-80. 
1880-«1. 
1881-82. 
1882-88. 
1883-64. 
1884-85. 
1885-86. 
1886-87. 
1887-88. 
1888-89. 
1889-90. 
1890-91. 



Low- 
est. 



600 
600 
5-25 
6-75 
5-81 
6-48 
5-56 
5-87 
5-56 
4-75 
519 
5-18 
5-43 
5-62 
4-50 



A glance at the above table will show that the fluctuations in 
ante bellum times, when the.system for selling for forward delivery 
had not been instituted, and when, in fact, it was unknown, were 
much more violent than since 1871, when this system was first inau- 
gurated. It may not, however, be out of place to call attention to 
the prices and fluctuations which obtained in the New Orleans 
cotton market from the season of 1842-43 to that of 1850-51, as 
exhibited in the following .table : 
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It will be Been from the above that the flactuations daring the 
period mentioned were rapid and violent, and it will be borne in 
mind that these flactuations and the prices at which cotton sold were 
not inflaenced by the operations of fata re markets, as none existed 
at that time. Again, it will be observed that cotton sold as low as 
3f pence in Liverpool in 1848-49, and as low as 4f cents in New 
Orleans in 1844-45 ; at times when the crops not only in the United 
States bat throaghoat the cotton prodacing world were insignifi- 
cant as compared with the gigantic oatpat of the present era. 
Prices as low as those jast quoted have never been seen since. 
Nevertheless, with cotton at 4f cents for middling in New Orleans, 
the South went on increasing the acreage devoted to cotton, and 
the crops correspondingly. When we consider the enormous crop 
of the preceding season, one which choked up all outlets, it is a 
matter 'of surprise that the price has not fallen lower than it has. 
Indeed, why not to the low prices, as shown above, when the crops 
were comparatively trifling. During the /month of October of the 
present season fully one-quarter of the entire crop, say 2,500,000 
bales, worth $100,000,000, left producers^ hands, and it is quite 
evident that if this vast amount of cotton had been forced to find as 
purchasers the spinners in Europe and America alone, without relief 
from the merchants who operate through forward deliveries, the 
price at which it would have been sold would have brought disaster 
to the entire South. As a matter of fact, middling brought in 
New Orleans an average of over 8 cents during the October in ques- 
tion, while during the first half of January, with probably only 
twenty-five per cent, of the crop left to come to market, the price 
has ruled under 7 cents. As it was, the merchant and speculator 
who had sold short stood in the breach and saved the country from 
ruin, as they came in as buyers to cover the sales they had made 
during the spring and summer months. We think that the only 
solution of the question is that the sustaining infiuence of the 
sales for forward delivery prevented a more serious decline than 
actually took place. 

Not to burden this document with an excess of figures, it may 
be summed up briefly that in the seventeen years preceding the 
war the average highest and lowest prices in pence in Liverpool 
were 6.^ and 5^^ as against 7^^ and G-j^y respectively in the 
past nineteen years, say since 1872-73, when futures flrst came into 
full operation. At all times prices in the United States sympa- 
thized closely with those current in Liverpool, and a full set of 
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American figures are omitted^ because between 1872-3 and January^ 
1879^ gold was at a premium in this country ; and as cotton was 
sold in greenbacks^ the price was subject to the fluctuations in the 
premium on gold ; hence the quotations of cotton were influenced 
by an outside element. Enough, however, is shown to demonstrate 
that the range of prices were higher in the latter than the former 
period, and that the variations between the highest and lowest 
points were less ; hence in neither respect can the operations of the 
future market have worked any injury to the producer. 

It will be observed that from and after 1849-50 prices showed a 
steadily advancing tendency in Liverpool, and a like condition ob- 
tained in the United States. At the same time the crops were be- 
coming larger, year by year, that of 1859^60, the year preceding 
the breaking out of the war, reaching the then enormous total of 
4,861,000 bales, as against 2,379,000 bales in 1842-43, the first year 
referred to in the above tables, while prices had advanced 2^ pence, 
or, roughly speaking, 60 per cent. It is believed by many that this 
advance in prices was largely assisted by the increase in the supply 
of metallic money, due to the discovery of gold in California and 
Australia at about that time. On the other hand, the present 
tendency to shrink in the value of cotton is attributed to the less- 
ened amount of legal tender metallic money available, due to the 
demonetization of silver. However, as this is a question on which 
very decided opinions, pro and con, are held by leading business 
men throughout this country and Europe, this coqimittee.does not 
desire to pursue the subject further, merely noting the point in 
passing as indicative of the opinion of many in the trade as to the 
reason of the present general level of values. Attention is called 
to the fact that during the period of 1849-50 to 1859-60, while 
cotton was gradually rising, the fluctuations were equally as violent 
as during the seven years preceding 1849-50, or during the period 
that has elapsed since dealing in futures were first begun, say 
1871-72. 

This committee is of the opinion that the great determining ele- 
ments of price are supply and demand, and that price can neither be 
permanently lowered nor advanced by dealings in contracts for for- 
ward delivery. That the future market is simply a great mirror 
refiecting the general situation from moment to moment. 

Cotton is an article produced largely in excess of the consuming 
power of the United States, and while the demand for home consump- 
tion is an important factor in regulating price, it cannot be denied 
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that the great European markets exercise the chief control in this 
regard. Unlike wheat and corn^ the largest part of the cotton 
crop is marketed abroad. Of wheat about 25 per cent, is exported, 
of corn from 3 to 4 per cent., while of cotton 70 per cent, is sent 
to foreign markets ; and this amount is only limited to this figure 
because, after the American mills haye taken their supplies, there re- 
mains but 70 per cent, to export. That a greater amount does not 
go abroad is simply due to the fact that we have not the cotton to 
send away. Considering, then, the vast amount of the cotton crop 
that is exported, the influence of Europe in determining price must 
be at once apparent. Therefore, as Europe is the great regulator 
of the price of cotton, this committee cannot see how the opera- 
tions of the "future'^ markets in America can depress the price 
below the value placed on it abroad ; and for the simple reason 
that, as soon as the price on this side sinks below the value in 
Europe, it will at once be taken up for export, and the equilibrium 
be re-established. 

Of recent years the custom has grown up among spinners of 
cotton yarn and manufacturers of cotton cloth to sell their product 
ahead, thus securing a price for the product of their spindles and 
looms. Inasmuch as the margin of profit in converting the raw 
material into the manufactured article is at best but narrow, the 
consumers of raw cotton aim to cover their sales of yarn and cloth 
by a simultaneous purchase of the cotton that will be needed in 
their work. Practically, this can only be accomplished by con- 
tracting for the forward delivery of needed supplies; and this by 
reason of the fact that the capital of most concerns is tied up in 
the plant, in the greater or less stock of goods that has always 
to be carried, and in the credits that have to be extended to 
their customers for goods sold ,on time. It is quite out of the 
question that beyond a few of the large corporations in the United 
States, France, and occasionally England and Germany, any 
very large stock of cotton can be bought and paid for in cash ; 
hence without markets for forward delivery these purchases could 
not be made. 

It has been suggested that the planter might sell directly to 
the spinner, but, apart frpm the impracticability of bringing the 
vast number of producers into direct communication with the 
comparatively small number of consumers, we are brought face 
to face with the insuperable obstacle that spinners require speci- 
fic qualities of cotton, and these cannot be bought direct from 



30 

planters. A quality that might suit one mill would be utterly use- 
less in another. No planter could safely undertake to sell, for 
forward delivery, a given grade or a given length and strength 
of fibre, or staple, as it is technically known to the trade, be- 
cause in the event of a wet and stormy gathering season, the grade 
for his cotton would be very much lower than would be the case 
should the picking season be dry and generally propitious; while 
should the growing period be one of drought, the fibre would 
turn out to be much inferior to what it would be should the 
plant have reached maturity after having enjoyed that amount of 
moisture necessary to its proper development. Thus quality and 
staple cannot be foreseen. Moreover, in estimating the quantity 
that a planter can sell for forward delivery, we must consider, in 
addition to all the various infiuences that effect the early growth 
of the crop, the effect of the ravages of worms and of early frosts 
in the latter stages, as a crop that promised a given result in July 
or August, might easily be curtailed 25 per centw by unfavorable 
conditions before the end of the picking. Thus the planter can- 
not closely fealculate how much he can sell for forward delivery. 
Viewing, then, the questions of quality, staple, and quantity, not 
to speak of the impossibility of bringing producer and consumer 
directly together, it seems quite clear that the idea that the spinner 
can contract for forward delivery directly with the planter must be 
abandoned. 

It is the opinion of this Oommittee that between the month of 
May and the month of August, both inclusive, European con- 
sumers contract with merchants who make a business of handling 
the cotton crop for the shipment during the autumn and early 
Winter months, of 1,500,000 bales, or say about 20 per cent, of the 
crop. During the same period the mills of the United States enter 
into similar contracts, and for important quantities. 

The merchants who make these contracts for forward ship- 
ment or delivery enter into them with no view of speculation. On 
the contrary, in order to eliminate all element of speculation 
from the transaction they purchase as nearly simultaneously as 
possible a corresponding quantity in the forward delivery markets 
in New Orleans or New York. It may  be objected that the con- 
tracts dealt in do not specify any given grade. This is admitted, 
but the experience of many years has demonstrated that there is 
constantly a close sympathy between the price of the actual cotton 
on any given day, and the price of contracts for correspondiDg 
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month on the same day. So close is the relation between the two 
that no merchant^ however prudent, hesitates to use the market 
for contracts as an insurance for his sales of cotton of a specific 
quality and staple. Under the operations of this bill, merchants 
would be, to a great extent, debarred from entering into these con- 
tracts with spinners ; hence, when the crop is rushed to market in 
the Autumn, the market would miss the sustaining influence of 
these sales for forward delivery, and under the pressure of heavy re- 
ceipts, prices sink lower than all the surrounding circumstances 
would justify. 

It has been stated above, that while the great European markets 
are the most potent factors in determining prices, that the wants of 
the American mills are also an influence in the same direction. 
More than this, the views of planters, merchants and others, as re- 
flected in the markets for forward delivery in New Orleans and New 
York, have also great weight. 

Should the bill in question become a law, the Exchanges in New 
Orleans and New York, as far as. dealings in contracts for forward 
delivery are concerned, will cease to exist, and the entire business 
will be at once transferred to the Exchanges of Liverpool, Havre 
and Bremen. Can it be doubted that, once freed from the restrain- 
ing influence of the great markets in New Orleans and New York, 
the endeavor of the foreign Exchanges will be to depress values at 
the very time that the necessities of producers force a rapid and 
enormous marketing of their cotton, and that, this object attained, 
they will reverse the operation, and, to the extent of their ability, 
exact from consumers all that the circumstances of ti'ade will per- 
mit of their paying ? 

. Apart from the amount mentioned above as contracted for in the 
early part of the season, say 1,500,000 bales, or about 20 per cent, 
of the crop, it is proper to state that, owing to the facilities of com- 
munication with Europe offered by the cable, after the crop begins 
to move the vast bulk of it is sold before it is bought. This Com- 
mittee is of the opinion that fully 70 per cent, of the crop is mar- 
keted in this way, making with the amount contracted for in the 
earlier part of the season, say 20 per cent., a total of 90 per cent., 
and leaving but 10 per cent, to be moved under the methods that 
obtained previous to the inauguration of cable communication with 
Europe. None of this vast amount of cotton is the property of the 
merchant at the time that he sells it, and under the operation of 
the law as proposed, the entire machinery would come to a stand- 
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stilly as not only can the business not stand a tax of 5 cents per pound 
as proposed^ but it is questionable whether it would not be destroyed 
by even so apparently trifling a tax as -^^ of 1 cent per pound. 

When it is shown, as appears by the records of past years, that 
cotton producers market 75 per cent, of their crops between Sep- 
tember 1 and January 1, the possibility of the calamity likely to 
ensue in the coming Autumn, when the great bulk of the cotton crop 
is being rushed into market, upon the breaking down of the ma- 
chinery that handles the crop, a condition which will certainly re- 
sult from the enactment of the prohibitive features of this bill, 
should call for the most serious consideration at the hands of Con- 
gress. It is quite within the range of probability, the sustaining 
influence of forward delivery sales being removed, that a level of 
pribes may be reached during that period lower than has been wit- 
nessed for years. And it must be remembered that during that 
period 75 per cent, of the cotton crop of the United States is forced 
on the market. . 

As to speculative dealings in contracts for forward delivery, it ia 
quite plain that, immediately upon the closing of the Exchanges in 
New Orleans and New York, the business will be transferred to- 
Liverpool, Bremen and Havre, and, with the resulting increase in 
the importance of those markets, their power in regulating prico 
will be correspondingly enhanced. It can scarcely be hoped that 
they will shape their operations with a view to increasing the value 
of the product of the American cotton planter. However desirable 
it may appear to the author of the bill to suppress speculation, the 
measure will fail of its purpose, as the operations now made in 
America will simply be transferred to the European Exchanges. 

The bill professes to be a revenue measure, inasmuch as it pro- 
poses to collect licenses and taxes from dealers in contracts for future 
delivery. But it will be apparent that not one cent of revenue can 
accrue to the government from its enactment, from the fact that 
those dealers who intend to sell for forward delivery only that which 
they own at the time of making the contract are not amenable to 
the law, and will therefore take out no license and pay no taxes, 
while on the other hand those who might contemplate selling for 
future delivery property not belonging to them at the time of sale 
would not find it worth their while to take out a license, because 
under the law no transaction could possibly be made that could 
stand the tax, and, therefore, in the absence of business, there wouli 
be neither license nor tax to be collected. 
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In conclusion^ this committee expresses the opinion that the sys- 
tem of buying and selling cotton for forward delivery acts as a bal- 
ance wheel to the trade, preventing either undue depression or in- 
flation, and that if it is broken up by the bill under discussion, or 
any like measure, the results will prove disastrous to the very people 
in whose behalf its enactment is sought. 

John W. Labouissb, 
John G. Hazard, 
C. (a Cordill, 
Committee New Orleans Cotton Bxchange. 



Address of Mr. John W. Labouisse, representing the New 
Orleans Cotton Exchange, delivered before the Sub- 
Committee OF THE Judiciary Committee of the Senate in 
Opposition to the Anti-Option Bills, on Tuesday, Feb- 
ruary 16th, 1892. 

Mr. Labouisse submitted the foregoing protest of the New 
Orleans Cotton Exchange against the passage of the Washburn 
bill, and said : 

Mr. Chairman, when the Butterworth bill was up two years ago 
there was a line of thought in the report of that committee when 
the bill was favorably reported to the House, that I presume holds 
itself still with the gentlemen having in charge these measures, and 

I desire to call the attention of the committee to one point, and 
one only, that is of importance. 

That report says that before the gambler as an operator,on the 
future exchanges '^will agree to gamble, the article to be gam- 
^^ bled in must be reduced below its real value to a point where 
*' he believes it can be forced no lower ; and thus his disadvantage 
'* is balanced by a reduction of the price of the article in which he 
'^ desires to gamble. In that reduction the farmer must be a suf- 
*' ferer, because his stuff cannot be sold for more than the price 
"thus fixed.'' 

How are these people going to sell an article at a price that they 
both agree is below the cost of the article ? He would be the most 
amiable man I ever found in my life if he would agree to such a 
thing as that. And here is the curious insinuation in that connec- 
tion : that gentlemen believe the price is fixed in that way because 
the article is sold for forward delivery. We were here in Washing- 
ton, in April, 1890. The first sale for April, 1890, had been made 
in New Orleans on the 14th of June, 1889, nearly one year pre- 
ceding. Soniebody had sold for delivery in April, 1890. The 
price at which it was sold was 8.76. Upon that theory, then, when 
the time came around, cotton was going to be 8. 76, but as a matter 
of fact on the day when I went before the committee, cotton was 

II cents. 

Per contra: People had an idea -that this crop was not as big as 
subsequent developments proved, and February cotton was sold 

84 
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September 1st at 8.79; it is worth now 6.30. This shows the 
operations of different things at different times. The future mar- 
kets had nothing to do with it in either case. 

Mr. Chairman^ that the destruction of the futures business is not 
looked upon as the sole remedy for the distress of the country by 
the cotton people is shown by the following : There was a conven- 
tion held in the City of Memphis on the 8th of January last^ and 
there was one held in Augusta^ Georgia, on the 26th of January. 
The one in Augusta was represented by four hundred prominent 
cotton people, planters, merchants, farmers, etc. Among the gen- 
tlemen who organized that conrention were the Hon. E. B. Lane, 
Commissioner of Agriculture for the State of Alabama, the Com- 
missioner of Agriculture for the State of Arkansas, the Commis- 
sioner of Agriculture for the State of Tennessee, and the Commis- 
sioners of Agriculture for the States of Georgia and North Caro- 
lina. I desire to say that in all the resolutions which were passed 
at these two conventions — and which I beg to file as evidence — 
there is not one word said on the subject of futures. They all agree 
that the cause of their woe is over production, and they unan- 
imously recommended a reduction of 20 per cent, in acreage. That 
is their recommendation, and not killing futures. I will file these 
documents I have referred to with the clerk. 

Following are the resolutions referred to : 

Resolutions adopted by the Memphis Cotton Convention, January 
8th, 1892. 

First. — We recommend that this convention do proceed to organ- 
ize a permanent organization, to be known'as the " Cotton Growers^ 
and Merchants' Association.^^ 

Second. — We recommend that said organization shall consist of 
one president and a secretary and a treasurer and one vice-president 
from each of the cotton growing States. 

Third. — We recommend that there be local organization of the 
said Cotton Growers' and Merchants' Association organized in every 
State, county and town in the cotton growing regions, and that the 
said local organization shall, where possible and practicable, co- 
dperate with any farmers' organization now in existence. 
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Fourth. — We recommend that a reduction in the acreage planted 
in cotton for the year 1892 be 20 per cent, less than that planted in 
1891. 

Fifth. — We further recommend that each and every planter or 
farmer within the said cotton growing Skates do plant more diversi- 
fied crops, and especially take extraordinary precaution to the end 
that he shall produce an abundance of com, meat, hay, peas, oats 
and such other necessaries for his own and his family's supplies. 
And we here appeal personally and individually that each and 
every person favoring this movement do lend his aid and influence 
to further this end. 

Sixth, — In view of the fact that the mercantile interest of the 
South is largely held responsible, whether rightfully or not, for the 
planting of cotton verging upon the exclusion of other products, it 
is therefore suggested ^nd hopefully urged upon them to contribute 
by their advice and in other substantial ways to the bringing about 
of this coveted reform in our farming methods. It is further 
deemed of greatest moment that as the banking institutions of the 
South, of the cities and towns, are equally interested in that general 
prosperity which alone can come through a change in our methods, 
that they turn an intelligent eye in this direction and contribute 
their quota of needed aid. In fact, we hold it to be more emphat- 
ically in the power of these two classes of our agencies in producing ^ 
to promote and assist to a self-sustaining condition than all others ; 
and we look to them and will hold them responsible in great part 
if the aims of this convention fail and they refuse to labor with the 
farmer and planter in this reformatory direction. 

Seventh, — We recommend that a committee of five be appointed 
by the president, whose duty it shall be to draft such constitution 
and by-laws as are necessary to carry into effect the objects of this 
organization and perpetuate its existence, who shall report their 
action to an executive committee of five to be appointed by the 
president, upon whose approval the same shall become the constitu- 
tion and by-laws of this organization. 

Eighth, — We recommend that each member and delegate to this 
convention use their united and individual efforts to carry into 
effect these resolutions, and that they urge their people at home to 
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assist for the general good the carrying out the spirit and purpose 
of the same. 

Ninth, — We further recommend that the address delivered by 
Ool. J. E. Godwin be received and indorsed by this association, and 
that the same be published with the proceedings. 

Resolutions adopted by the Augusta Cotton Convention, January 
27th, 1892. 

Whereas, The enormous extension of cotton culture has so 
cheapened that product as to cause wide spread financial depression 
seriously affecting all branches of industry in the South, and the 
outlook reveals no limit to the constantly increasing production 
and unprofitableness of this culture, and inasmuch as this is largely 
due to the absence of that mastership in husbandry which alone 
profitably controls and directs labor and regulates production ; to 
large areas of land, the titles to which being more or less a matter 
of doubt, are obtainable at nominal values, and to the assistance 
which foreign and domestic capital is and always will be ready to 
extend, often directly to labor itself alone, for the production of a 
staple commanding spot cash in the markets of the world : 

Therefore, In order to reestablish values in land ; to restore a 
just equilibrium between the four primary and essential factors in 
production, to wit : Land, Labor, Capital and Management, two of 
which. Land and Management, are now virtually without influence 
in our agriculture ; to induce the return of intangible and invisible 
personal property, now seeking refuge from taxation in speculation 
and commercial ventures to visible and tangible permanent im- 
provements in agriculture ; and to restrain the vast waste and de- 
struction of our resources through unlimited culture. 

Be it Resolved, That this convention memoralize the Legislatures 
of the cotton States, recommending the enactment of such laws as 
they in their wisdom may think best calculated to accomplish the 
following results : 

1. The adaptation among us of the Australian or some similar sys- 
tem for the registration of land titles and transfers, so as to render 
tliese evidences of property as secure and as easily and cheaply 
transferable as State and corporate bonds and stocks now are. 

2. To secure more effectually than at present all rights and priv- 
ileges appertaining or in any way belonging to land (for example 
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the right to game and the power to dispose of it as secured by law 
in Germany) to the owners of land for their sole use and disposal. 

3. That all agricultural lands be classified and a permanent valua- 
tion for taxation fixed upon them^ as was done in England by act 
of Parliament in 1692, still in force, and in South Carolina by act of 
1815, not in force since reconstruction ; and that thereafter for a 
period of thirty-three years no improvements of agricultural lands 
be subject to assessment and taxation. 

4. That to meet the present and prospective depreciation of cot- 
ton, threatening bankruptcy, the question of placing a moderate 
license tax on cotton acreage for a period of four years, lifting the 
burden of taxation from all other crops, be carefully considered as a 
possible remedy for restraining the unprofitable culture of cotton. 

Resolutions adopted by the Augusta Cotton Convention, January 
28tli, 18.92. 

Resolved, To carry out the recommendations of this convention to 
reduce the cotton acreage for the year 1892 20 per cent. 

We earnestly request all newspapers and agricultural journals of 
the cotton States to publish the resolutions of this meeting, urging 
all cotton producers to accept the resolutions and faithfully carry 
them out, and to urge them further to endeavor to increase the pro- 
duction of grain, grasses, meat, and everything in general for the 
support of man and beast. Further, that we request the State Al- 
liance to urge upon t}ie sub- Alliance and State Granges through 
their subordinate Granges, the necessity of immediate consideration 
of and action on this important question. 

That we request all city, county and agricultural journals, and 
agricultural organizations throughout the cotton States, to call 
county conventions immediately to consider and decide the question 
of reduction of cotton acreage, and that said conventions elect 
two delegates to a general Southern Cotton Convention, which shall 
convene at Montgomery, Ala., Wednesday, March 9th, 1892, to con- 
sider the questions affecting their interest, and decide upon such 
general and unifo/m legislation in the various States as best for 
future relief. 

All cotton exchanges and bodies of cotton factors are requested to 
have representatives in said conventions by the election of two dele- 
gates to represent each organization. 



39 

Resolved, That the Augusta Ootton Exchange, through its proper 
committee^ send a copy of these resolutions to the various exchanges 
and cotton associations, to the general committee on memorials to 
the legislature, also to send out copies of these resolutions to the 
yarious journals and agricultural organizations through the South 
at as early date as possible. 

Resolved, That each county convention be requested to take a list 
of subscribers who are willing to bind themselves to reduction and 
make report of said agreement for reduction through their dele- 
gates to the general convention on March 9th, 1893* 

Mb. Labouisse also submitted the following papers : 
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Tables Showing the Highest and Lowest Pbioes of Mmddlino Cotton 
IN New York fob 45 Years Before the Futorb Business and Dur- 
ing 18 Years of the Futures System, and Differences Between 
Same in Cents per Pound. 



Ante-Fatares Period. Highest. 

Cents. 

.1826-7 14 

1827-8 13 

1828-9 18 

1829-80 11 

1880-1 18 

1831-2 11 

1832-8 12 

18S8-4 17 

1834-5 16 

1835-6 20 

1836-7 .- 20 

1837-8 17 

1838-9 -... 12 

1839-40 16 

1840-1 . 10 

1841-2 11 

1842-« _ 9 

1843-4 8 

1844-5 - 9 

1846-6 _ S% 

1846-7 ...: 10 

1847-8 -- - 12 

1848t« 8 

1849-50- - 11 

1850-1 _ '14 

1851-2 _ 14 

1852-3 - - 10 

1853-4 - 11 

1854-5 10 

1855-6 -.-- _ 12 

1856-7 - 13 

1857-8 - 15^ 

1858-9 _ 131^ 

1859-60... 12?^ 

1860-1 llf-i 

1861-2 38 

1862-3 .'. - 693^ 

1863-4 -.-- 93 

1864-5 - 190 

186&-6 120 

1866-7 52 

1867-8 -..- 36 

1868-9 33 

1869-70 35 

1870-1 --- 25^ 

Average for 45 years of ante-Fu- 

tures period 25tV^ 

Omitting 10 years from 1861 to 
1870 inclusive should have aver- 
age for 35 years of ante-Futures 

period l^^A 
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Futures Period. 



1871-2 . 

1872-« 

1878-4 

1874-5 

1875-6 

1876-7 

1877-« 

1878-9 

1879-80 

1880-1 

1881-3 

1882-3 

1883-4 

1884-5 

188eK6 

1886-7 

1887-8 

1888-9 



Higheet* 
Cents. 

21 )i 

18^ 
17^ 
mi 

12A 
13k 

18 
ISA 

iiv^ 

11« 

nil 

llA 

ll?i 



Lowest. 
Cents. 

143i 

io)g 
io« 

lOH 

lOA 

lOM 
10 

8A 
8H 
9A 



Greatest Be- 

presfiion or say 

Decline from 

Highest Point 

During Year. 







23 

2h; 



4H 

2« 

IJ^ 
2A 



2 



M 



Average during 18 years of Fu- 
tures period l^T^uV 



llA'i 
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This has been changed during the past nine years, since the New Orleans 
Exchange adopted the Futures system, to show as follows : 
Average during 9 Future years 
from 1880 to 1888 inclusive 11.80 9.82 .-., 1.98 



A gain in comparative steadiness in favor of the 18 years Futures 
period as against the 45 years prior of nearly 72 per cent., and 
omitting the 10 years from 1862 to 1870 inclusive, a gain during 
the Futures period of 17 per cent, compared with 35 ante-Future 
years. 

The Futures business may be said to have been fairly under way 
in New Yorl^, during the commercial year 1871-2, but it was not 
adopted in New Orleans until about 1880. 

Since the Future methods have been in force in both exchanges, 
additional steadiness has been imparted to the markets. The 
average yearly fluctuations during the nine years of this period 
having been 1-^ cents against 12.ji^ cents for the 45 ante-Future 
years, and 4:-^^ for 35 ante-Future years — a gain in steadiness dur- 
ing the nine years of nearly 84 per cent, in favor of Futures as 
compared with the 45 years' period and of nearly 52^ as compared 
with the 35 years* period. 



BOAED OF TEADE OF THE CITY OP CHICAGO. 



to the congbess of the united states. memorial of the 
Board of Trade of the City of Chicago against the 
PASSAGE OF Sekate Bill 1757 AND HousE BiLL 2699, 

KNOWN AS THE ^' WaSHBURN ^ AND ^' HaTCH " BiLLS RE- 
 SPECTIVELY. 

To the Honorable the Senate and House of Representatives of the 
Fifty-second Congress of the United States of Atnerica : 

Gentlemen : The Board of Trade of the City of Chicago respect- 
fally protests against the passage of House Bill 2699, introduced in 
the House of Eepresentatives by Mr. Hatch, and Senate Bill 1757, 
introduced in the Senate by Senator Washburn, and described as 
'^A bill defining ^ options^ and ^futures,* and imposing special 
taxes on dealers therein, and for other purposes.** The objections 
urged against the passage of the bills are set forth in the following 
memorial, to which your attention is respectfully directed : 

The passage of this bill, and its enforcement as a law, would pro- 
duce a commercial convulsion amounting to a National calamity. 

It would be a vital attack upon the very foundation principles of 
modern business methods and usages. 

It would be hostile to the commercial genius and spirit of the 
age. 

It could not stop, as its advocates may vainly hope, at the sup- 
pression of gambling in farm products, but it would wipe out of 
existence every Board of Trade, Chamber of Commerce and Cotton 
Exchange in the country, and destroy a vast system for the eco- 
nomical handling of the agricultural products of the Nation, a sys- 
tem which is in entire harmony with the progress of our civiliza- 
tion, and which is a part of that civilization. 

It would disastrously disturb transportation interests of every 
kind. 

And it would m many ways, directly and indirectly, react ruin- 
ously upon the farmers, in whose interest the measure is ostensibly 
being pushed. 

4S 
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In attempting to legislate against options or gambling contracts 
the Washburn and Hatch bills fail utterly to make the proper dis- 
tinction between such gambling contracts. and legitimate contracts 
for purchase and sale of commodities for future delivery. They at- 
tempt to stamp as illegal a class of contracts which the Federal and 
State courts have for more than thirty years held to be va-lid and 
binding, and which are now recognized as a part and parcel of our 
commercial and financial system. 

Contracting for future delivery has entered into every phase and 
feature of the industrial and business life of the ciyilized world. It 
is rare that an enterprise of any importance is now undertaken 
which is not predicated largely upon contracts for labor, money or 
supplies, extending into the future. 

A capitalist planning to build a house or a block, let it cost 
$1,000 or $1,000,000, contracts for its construction from beginning 
to end, makes his financial arrangements accordingly and, so far as 
he can do so, sells his fioor space short — ^all before a spade is put 
into the ground. The various construction contracts are, in their 
turn, based, as far as may be possible, on contracts for the future de- 
livery of materials and labor at an agreed price. The stone, steel, 
iron, brick, slate, mortar, wood and other materials may pass 
through twenty hands before they reach the pergon or persons orig- 
inally contracting to deliver the same. The original contract is 
none the less valid on that account though at the time it was made 
the party agreeing to deliver the property may have had no clear 
idea how or where he was to get the property. 

The retail merchant, speculating on the probable requirements 
of the public, orders goods to meet these requirements. His wants 
are supplied by the wholesaler, who has anticipated these demands by 
contracting months before for the products of the mills, the factor- 
ies and the farms. The mill owners, to fill their contracts with the 
wholesalers and jobbers, contract for the future delivery of the cot- 
ton or wool that is to enter into the manufacture of the cloth. The 
material may be nowhere in sight and the parties agreeing to deliver 
it may have to buy it of its thousandth owner instead of its first. 
The validity of the contract is in no wise affected by the number of 
times the property may have been transferred in going from the 
producer to the consumer, nor should it. The right of ownership 
passes, the same as it would in real estate or any other species of 
property. A gold coin loses nothing of its value, though it passes 
through a million hands and cancels a million debts in its travels. 



The clerk at his desk and the workman at his bench are solicited 

« 

in May and June to contract for next winter's supplies of coal de- 
liverable any month that may be named. Upon these contracts the 
wholesaler gives his orders to the mine owners who in turn are en- 
abled to intelligently anticipate the output of their mines and make 
arrangements accordingly. 

Our paper currency represents a Nation's contract to redeem the 
same in coin on demand, ** buyer's option." 

The idea, scheme and theory of contracting for future perform- 
ance permeates our very lives. It is the blood and bone and basis 
of our National, personal, commercial and financial existence. At- 
tempted curtailment of the privilege of entering into legitimate 
contracts for future performance would be a dangerous invasion of 
the domain of personal and private rights and liberties. 

The Washburn and Hatch bills contemplate an attack upon one 
line of business, singling it out from everything else, and are in 
that respect vicious class or special legislation. Designed ostensibly 
for the suppression of gambling in the products of the soil, they 
would, if allowed to become a law, extinguish an established sys- 
tem, without which producers would be absolutely at the mercy of 
combinations of capital formed to prey upon their helplessness. 

Gambling in farm products is an unmitigated evil, and there is 
not a legitimate exchange in the country that would not lend its 
liid and countenance to the enactment and enforcement of laws, for 
its extinction. If the Washburn and Hatch bills could accomplish 
that result and stop at that, this memorial would be in favor of the 
measure and not against it. . 

In simple truth, however, the extent to which produce gambling 
is carried on in the legitimate exchanges of the country is im- 
mensely exaggerated. It bears' about the same relation to the legit- 
imate commerce and speculation of the country that the froth and 
foam of Niagara do to the mighty volume of water underneath. It 
is the bubble and fuss and fury, the froth and foam upon the sur- 
face of trade and commerce that offends — not trade and commerce 
itself. 

Gambling in produce — gambling pure and simple, is carried on in 
the bucket-shops. This form of gambling is and has long been a 
fruitful source of agricultural depression, and a rigorous Federal 
bucket-shop law, vigorously enforced, might go far toward accom- 
plishing the end that is sought. The laying of wagers in these 
thousands of bucket-shops, on the quotations of produce, as they 
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are made in the great marts of trade, creates a powerful concen- 
trated interest for the depression of values. The extent to which 
this bucket-shop influence is responsible for the agricultural depres- 
sion that is complained of is not, we fear, fully appreciated. The 
evil is of sufficient importance in our opinion to merit the attention 
of Congress. It has become a National curse. This Board does not 
apprehend that your honorable body confounds bucket-shops with 
legitimate exchanges. Such a thought would be an insult to your 
intelligence. 

Boards of Trade are a necessity of modern commerce. They en- 
able the producers to find a market at any time for their surplus 
grain, cattle, hogs, cotton and other crops, at far better average 
prices than could otherwise be obtained. America raises a surplus 
of almost every kind of farm product, and this surplus must be 
sold to domestic and foreign consumers, else congestion results, and 
the country suffers from evils of over production. 

It is through the medium of Boards of Trade that the capital is 
supplied for the carrying of the country^s surplus products during 
the long and wearisome period that must intervene from the time 
it leaves the possession of the needy producer until it is taken by 
the tardy and reluctant consumer. The farmers are not, as a class, 
able to furnish the capital needed to carry the surplus of their 
crops. They are, as a general thing, obliged by the necessities of 
the situation to realize on their crops as soon as saved. This makes 
them urgent sellers during the few months immediately following 
harvest, and were it not for the helping hand of speculative and in- 
vested capital, the highways of commerce would be glutted with an 
unsalable plethora. The ultimate consumers to whom our surplus- 
must be sold, if sold at all, would supply their requirements only 
as necessity demanded, and fathomless depression in values would 
ensue. The American farmer would be in a state as hopeless as the 
man ^* treading water,*' — ^no bottom and no rest. 

Enterprise and capital have created chains of warehouses extend- 
ing from the remote West and South to the seashore. Interior 
dealers obtain advances, from the commission merchants at com- 
mercial centers, and buy and store the surplus -of the country. This 
surplus is sold for future delivery at the larger markets, or as they 
are styled ** Boards of Trade," "Chambers of Commerce '^ and 
" Produce Exchanges. ** 

It is immaterial to the producer or to the country dealer, whether 
his wares have been sold in Chicago, New York, St. Louis, New 
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Orleans or any of the other great markets^ to the consumer or to 
a speculator. He is only interested in knowing that the property 
on hand has been ^^ placed '* at a price that pays him a moderate 
profit on the money invested^ and that a few months later^ when it 
is forwarded^ it will be taken and paid for. His contract of sale 
gives him assurance in that respect. 

It may be contended^ perhaps^ that the Washburn and Hatch bills 
do not, in words, prohibit speculation in farm products, where the 
actual property is bought and sold. They do prohibit the resale of 
such products by the original buyer, however, until the actual 
property comes into his possession, on the full maturity of his con- 
tract. He can now sell it the moment the contract of purchase is 
made, and the identical parcel may be sold and resold a thousand 
times before the property finally passes into consumption. 

The right to so buy and sell enables grain and produce merchants 
to limit their losses, or realize profits at any time they may elect, 
between the formation of the contract and its maturity. 

The facility that is thus enjoyed for releasing capital attracts 
boundless che^p money into •this branch of trade, which would be 
withdrawn upon the introduction -of a disturbing factor tending to 
restrict dealings in futures. 

The Washburn and Hatch bills in aiming at gambling, overshoot 
the mark and strike a deadly blow at legitimate commercial usages 
which have received the recognition and support of the courts of 
the land. 

These contracts in infinite number, representing actual property 
of very great value, form the basis of operations on the commercial 
exchanges. Speculation makes a market at all times for the property 
that is in transit from ' producers to consumers. It is the indis- 
pensable solvent. Property that can be realized upon without delay 
is security upon which fiscal institutions will make advances at the 
lowest interest rates, thus minimizing the cost of carrying, a state 
of facts which is of direct advantage to the producers, as it enables 
the dealer to pay more originally than he would be otherwise justi- 
fied in doing. 

When cereal reserves are nearest exhaustion, the combined visible 
supply of wheat in city and country warehouses ranges from 20,- 
000,000 to 35,000,000 bushels, and during the autumn and winter 
months the load that is being carried across the bridge upon the 
shoulders of capital sometimes exceeds 75,000,000 bushels. During 
the period of greatest surplus accumulations in the best year the 
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visible supply*' alone was 60,000,000 bushels. The average stock 
of wheat in this country available for immediate commercial use is 
close to 50,000,000 bushels. 

Not less than 100,000,000 bushels of com in cribs along lines of 
railroads, or in public warehouses, is carried continually on advances 
from commission firms on the great exchanges and from local and 
city banks, farmers being relieved of the burden they are illy 
equipped to shoulder. 

Of oats possibly 30,000,000 bushels are bought of the producer 
and carried by middlemen in anticipation of consumptive require- 
ments. 

The product of from 2,600,000 to 4,000,000 hogs has to be simi- 
larly provided for, on an average, from one year's end to the other. 
The visible supply of American cotton, that is, the quantity that 
has passed from the producer and has not yet gone into the posses- 
sion of the consumer, ranges from 175,000 to 1,250,000 bales ; the 
average ^* visible '' may be put at 750,000 bales. 

The capital required to carry the enormous surplus of the few 
commodities enumerated above is shown with approximate accuracy 
in the following table : 

Approximate 

Commodity. Arerage Qaantlty. Home Value. 

Wheat (bu) 60,000,000 $45,000,000 00 

Corn (bu) 100,000,000 26,000,000 00 

Oat8(bu) 80,000,000 6,00i,000 00 

Hog product (lbs) 450,000,000 27,000,000 00 

Cotton (bales) 750,000 85,000,000 00 

Total $188,000,000 00 

The foregoing is unquestionably an inside estimate of the amount 
of money actually employed in carrying the surplus of the leading 
crops until such time as it may be needed by the Nation's customers. 
At times a vastly larger sum is employed in moving the crops, and 
rarely is a smaller amount needed. This enormous capital is an 
active, virile, substantial support to the values of agricultural pro- 
ducts, and not, as many ignorant or poorly informed persons ima- 
gine, a source of depression. 

Destroy the system of contracting for the purchase and sale of 
agricultural commodities for future delivery, by imposing a prohi- 
bitive tax on such operations, and a very large proportion of the 
capital thus employed will seek other channels for investment. . The 
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farmer may rid himself of the middlemen, but he will also be bereft 
of his market at the same time. 

The exorbitant dealer's license provided in the bills, and the ex- 
travagant tax of 5 cents per pound on cotton and hog products, and 
20 cents per bushel on grain, are of course intended to be prohi- 
bitory. Were it otherwise, the tax would be only an added burden 
on the agricultural and industrial interests of the country. Taxa- 
tion of this description must eventually be paid by the producers. 
This is a law of economics as immutable as nature's law of gravity* 
There is no escape from its operations. 

Capital is selfish. It will not pay for the privilege of being em- 
ployed for another's benefit. Interest charges do not run that 
way. 

The remedy for agricultural depression does not lie in Congres- 
sional enactment depriving farmers of a ready market for their 
crops. Existing machinery for the handling of the Nation's crops 
may seem expensive, but it is the cheapest that has ever been known 
in the world's history. If any cheaper method can be devised for 
doing the work, keen-eyed competition for profitable investment of 
capital will discover it. Legislation will not be needed to point the 
way. Neither will agricultural depression be dissipated by Con- 
gressional enactment. It is a sore that will the more speedily cure 
itself if let alone. If something must be done, then lighten instead 
of adding to the common burden of taxation. 

The inevitable tendency of speculation is to minimize the range 
of fluctuations and reduce business risks to the narrowest limits. 
The absolute truth of this statement is illustrated in the course 
of market values of commodities in which there has been most 
general speculation of late years, namely : grain, hog products, 
cotton and oil. The tide has ebbed and flowed with placid reg- 
ularity. Speculation, within bounds, is quite as legitimate as 
manufacturing, merchandising or banking, and serves quite as 
useful a purpose. Gambling is the abuse of speculation, and like 
any excess effects its own cure in the exhaustion of the resources 
of its votaries. As before remarked, gambling in farm products 
is merely the foam and froth on the surface. The real business 
is dominated by the well defined laws of trade and commerce. 
Like the fiy 6n the wagon-wheel, the gamblers in produce may 
think they are raising a great dust, but they are really of minor 
importance. 

The following from the pen of a noted writer on political econ- 
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omy^ may farther explain the utility of contracts for future deliv- 
ery, the paragraph having direct reference to grain : 

**The only standard by which we can test these contracts is that 
of utility. Do their benefits outweigh their mischiefs? Are the 
complaints against them founded in ignorance and want of thought? 
If so, they are beneficent ; and if beneficent, then in every 
ethical analysis they are right. The advantages of future con- 
tracts in grain, founded on the system of grading grain in bulk, 
and issuing warehouse receipts for certain quantities of certain 
grades, and buying and selling these receipts, as compared with 
the alternative system of selling grain by sample, or on view, are 
so great that it is not too much to say that to provision the civilized 
world without the aid of such miechanism would be hardly less diffi- 
cult than to transport to market the world's food material without 
the use of railways. A class of contracts which perform such services 
to commerce ; which promote the production of the staff of life 
and cheapen bread and provisions throughout the civilized world ; 
whose profits rest on economic law, and not on blind chance ; < which 
give equality and firmness to the prices they are charged with dis- 
turbing, can only be belittled into bets by those whose knowledge of 
business is that of children. Their cost, if their benefit has a debit 
side at all, is not to be placed in comparison with their beneficence.'' 
In the foregoing no reference has been made to the industrial 
disturbance that is likely to result from the overthrow of the 
system of trading in vogue on the commercial -exchanges of the 
country. Hundreds of thousands of men are employed in the 
great mills, in the mammoth packing houses, and in forwarding 
the crops of the country after they leave the farmers' hands. The 
wages of this great host of employed men will be dangerously 
disturbed and seriously reduced. 

As an experiment the Washburn and Hatch bills are pregnant 
with danger. Their good ppints are few and their bad features 
many. The safety of the commercial interests of the country 
demand their defeat. 

Eespectfully submitted, 
C. D. Hamill, 
S. W. Allertok, 
T. A. Wright, 
Michael Oudahy, 
J. Henry Norton, \ 
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Abgumbnt of Me. Chas D. Hamill, President of the Chicago 
BoABD OF Trade, before the Judiciary Committee of the 
United States Senate, Feb. 17th, 1892. 

Mr. Chairman, the necessity for the existence of a speculative 
body and the useful function it performs in adjusting the supply 
of, and demand for, products of the soil is clearly recognized by all 
modern economists. No great knowledge of political economy is 
necessary to understand the laws that an advance in price checks 
consumption and stimulates production, and that a fall in price 
checks production and increases consumption. Granting, there- 
fore, that the function of price is to adjust these factors, it follows 
that there must be some price at which they are most perfectly ad- 
justed. Prof essor Cairnes calls this the " proper price ^' and defines 
it as ^^ the price which sufGices to adjust in the most advantageous 
way the existing supply to the existing demand pending the coming 
forward of fresh supplies from the sources of production.'* 

That this price is the one best suited to the needs of consumer 
and producer alike is evident. The consumer requires that price 
be not advanced to a point that will unnecessarily check consump- 
tion, nor depressed to a point that will encourage too great con- 
sumption and waste, and either action is necessarily followed by 
the other. The producer requires that advance prices do not too 
greatly stimulate production, nor depressed ones check it, as either 
extreme implies the other, and either works to his injury. Assum- 
ing this as true, we have still to show that the speculator, by his 
judgment and action, performs the needed service of making actual 
market price conform to this desired ^' proper price. ** He must do 
so. The condition of his existence as a successful speculator is, 
that he sees, and conforms his action to, the best interests of 
producer and consumer. His action cannot influence the ^^ proper 
price ;" supply and demand regulate that. His action does deter- 
mine the actual market price, and only as it tends to make this 
coincide with the " proper price,** will it in the long run be profit- 
able to him. His motive is not humanitarian ; the farmer does not 
produce from humanitarian motives ; he who consumes does so to 
preserve his own life ; yet each, from selfish motives, performs a 
service necessary to the others. 

60 
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To state the matter in another way^ we may say that it is to the 
interest of both consumer and producer that fluctnations from the 
^^ proper price '^ be minimized as much as possible. When vre see 
the great fiactnations that occur even now^ notwithstanding the 
great number of far seeing men^ acting freely and without the in- 
terference of arbitrary laws, controlling great capital, ready to buy 
when prices are too low and sell when they are too high, we can 
readily understand the alternating periods of panic and inflation 
that would occur were this balance wheel removed or seriously in- 
terfered with. 

The natural conditions that govern the production and distribu- 
tion of food products are such as to cause wider fluctuations than 
occur in the case of other commodities. The demand for the 
former is almost the same in times of plenty and of famine. A 
man's first care is that he have that with which to support life, and 
he will bend all energies toward procuring food — in other words, 
will pay very high prices. On the other hand, he cannot eat more 
than so much, so that the demand for a surplus over requirements 
will be small in times of plenty, and serious declines in price will 
result. Further than this, supplies cannot be increased except at 
stated and far apart periods of production, so that an equalizing 
factor present in most production is absent in this. 

The movement last Fall of the wheat crop of this country was 
unprecedently large, but there was no excessive accumulation of 
supplies at any point in this country. Why ? The dealers and ex- 
porters, knowing the ability of this country to deliver, placed enor- 
mous amounts of wheat for future delivery in Europe at the high 
prices paid by dealers and speculators there ; these dealers and 
speculators encouraged by the prospect of a very large demand 
to be caused by a partial failure of their own crops, advanced their 
bids from day to day ; the exporter filled the orders as best he 
could in one market and another, and by the time the farmer was 
able to deliver wheat in volume, the machinery was all in motion 
and the crop moved off at good prices. If this preparatory work 
had not been done a glut of wheat would have ensued, and buyers 
would have withdrawn until the effect of the glut had depressed 
prices to a point satisfactory to them. 

Immediately after harvest each year great quantities of product 
are hurried forward and placed on the market by producers unable 
to hold them either through lack of capital or of suitable storage 
facilities. This greatly increases one factor, supply, and as con- 
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sumption is practically constant throughout the. year^ the second 
factor, consumptive demand, would not at all keep pace with the 
first and extremely low prices would result were not another ele- 
ment, namely, speculative demand, introduced. So in times of too 
active demand, caused by groundless fear as to the amount of sup- 
ply, a third element, namely, speculative supply, or selling for 
future delivery, is introduced, and prices are kept from undue en- 
hancement. Speculative demand, when wisely employed, is gen- 
erally admitted to be a useful factor, but its necessary corollary, 
speculative supply, proves a stumbling block to the unthinking. 

Attention has been often called, generally to promote unfavorable 
comment, to the disproportion in numbers between speculators in 
food products and those in other commodities. The natural con- 
ditions outlined above furnish a complete explanation of this fact 
and show the necessity for it. The very fact that this speculative 
body exists, would, however, alone be sufficient proof of the neces- 
sity for its existence, since, when economic laws work freely without 
legi^ative interference the parasite cannot, exist and the natural 
groups into which men divide themselves are those best suited to 
carry forward the progress of the world. 

We have examined the function of the speculator as related to 
production and consumption. There is still to be shown his service 
in the work of distribution. Buying in the market that is re- 
latively cheap, selling in the market relatively dear, he prevents un« 
due accumulation at some points and undue depletion at others, 
and by this equalizing process helps on that distribution best suited 
to the world requirements. 

The proposed measure is intended to absolutely prohibit all mer- 
chants, great and small, from dealing in, or handling in the legiti- 
mate channels of trade, all of the products mentioned in this Bill. 
While it avowedly gives to the farmer the right to make contracts 
for the future delivery of the products of his farm, it prohibits, by 
the most despotic means, the merchant, with whom the farmer 
may make his contracts for future delivery, from disposing of the 
property until actual delivery is made by the farmer. What is the 
result of this, not only to the merchant in general, but to the farmer 
in particular ? Simply this, as to grain, that while the farmer has 
the naked right to dispose of his property, even before he has raised 
it, he can really dispose of his wheat only and this to the miller 
alone. His corn, oats, rye and barley must be sold, if sold for future 
delivery, to a dealer, who, under the provisions of the Bill, would 
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be prohibited from disposing of such property until its actual de- 
livery. It entirely eliminates all legitimate competition in the pur- 
chase from the farmer of his products for the reason that the miller 
and the maltster alone remain unhampered as possible buyers from 
him. It discriminates solely in favor of the miller and the maltster, 
and creates a monopoly for their advantage by driving out every 
other dealer and warehouseman. 

As to hogs, this proposed legislation prohibits the packer, who is 
now practically the only buyer, from contracting for the future de- 
livery of pork products. This makes it absolutely necessary for the 
packer to insist upon a larger margin than is now customary be- 
tween the raw material and the manufactured product to cover the 
additional risk of the market while manufacturing ; all of which 
tends inevitably to the reduction of the price paid to the farmer, 
whose hogs, under existing conditions, iare taken by the packer at 
a slight reduction under the cost of manufactured product because 
the packer can always find a ready market for future delivery. 

The question naturally arises in connection with this Bill whether 
it is either wise Or practicable to stifle legitimate speculation in any- 
thing. The spirit of speculation is inborn in man. The sleepless 
tendency of all enlightened minds is to speculate upon future condi- 
tions and events ; and it is to this attribute in man that the highest 
type of civilization everywhere owes its advancement and stability. 

It is clearly to be seen that at least two things would result from 
the passage of this Bill, neither of which the wildest of theorists 
would care to defend ; first, the overturning and unsettling, to the 
extent of the total destruction of long established and well under- 
stood usages in the handling of the agricultural products of the 
country ; second, the restriction placed upon men from engaging in 
what would otherwise be legitimate trade, not for the purpose of 
producing revenue, but for the ostensible purpose of benefiting a 
class, and creating a monopoly chiefiy for the benefit of millers, but 
by the necessary operation of which the farmed would become by 
far the most serious loser. 

The Bill necessitates an army of spies and informers, everywhere 
obnoxious to men, of all classes and conditions, and involves the ex- 
posure of private business to such a degree that all fair minded men 
must denounce it as an invasion of personal liberty and private 
rights never contemplated and never tolerated, either by the spirit, 
or practice, of our free institutions. 



Lbttee from Mb. S. T. K Prime to Mb. Chables D. Hamill, 
President Chicago Boabd of Tbade^ showing that, in 
spite op agitation, the drift of public sentiment is in 

FAVOB OF NEITHEB THE HATCH NOB WaSHBUBN BiLLS. 

DwiGHT, III., Feb. 15, 1892. 
Mr. Chables D. Hamill, 

President Chicago Board of Trade, Chicago, 111. 

Dear Sir: At your request I send you a report from nearly 600 
points in the West, Korthwest, and Southwest, coyer ing all our 
surplus grain-growing States. This report is made up from answers 
received from grain men, millers and farmers. Fifty per cent, of 
the reports are from millers and grain dealers. The remainder are 
from representative farmers. Over sixty per cent, of the answers in 
the report are opposed to the present bills now before Congress. 
Over sixty per cent, of the reports show that the effect of the pass- 
age of the bills now before Congress to regulate trading in food 
products upon the agricultural and grain interests of the country 
would be bad. The report also brings out the fact that more or 
less of our farmers sell their grain for future deliveries. 

The summary of the report is as follows : 

From 568 points in the States of Illinois, Iowa, Kansas, Nebraska, 
Missouri, Indiana, Ohio, Michigan, Kentucky, Tennessee, Minne- 
sota, Wisconsin and Dakota, the following answers were received: 

1. Are you in favor of or opposed to bills which are now before 
Congress to prevent trading in futures? 

Ans. — 216 in favor of ; 310 opposed to; 42 non-committal ; total, 
£68. 

2. What effect would the passage of this bill have upon our 
interests ? 

Ans. — 181, good effect; 296, bad effect; 61, no effect ; total, 638. 

3. What proportion of the farming community sell their grain 
for future delivery? 

Ans. — 186 answer none; 270 answer one-fourth ; 52 answer one- 
half ; 25 answer three-fourths ; total, 513. 

Yours respectfully, 

(Signed) 8. T. K Peimb. 

64 



EXTEACT FROM ABQUMBISTT OF Mb. ThOMAS A. WRIGHT, EX-PRBSI- 
DEKT OF THE CHICAGO BOABD OF TrADB, BEFORE THE JUDI- 
CIARY Committee of the United States Senate, February 
17th, 1892 : 

That part of the Washbaili bill relating; to options the Board of 
•Trade of Chicago fully concurs in. The board recognizes no trans- 
actions of the kind and will heartily cooperate in preventing such 
trading. Dealings in futures, based upon the actual delivery of 
grain according to the rules of the Chicago board, have been pro- 
nounced legal contracts by the Supreme Courts of our different 
States as well as by the highest courts in England . The decisions are 
plain in saying that a person has a right to contract for the delivery 
of an article at a future time, though he has not that article in his 
possession, but hopes to buy it at some future time for the comple- 
tion of his contract. 

The main argument of those who favor this bill is that dealings 
in futures depress values, which is an entirely erroneous one. 
Speculation furnishes capital for the carrying of our enormous 
stocks at a time when most needed. It bridges the interval be- 
tween the early enormous movement after harvest time till the sea- 
son of lighter movement and increased demand with a continuous 
reliable market. Without it values would break sharply through 
excessive supplies, and the farmer would be compelled to accept 
such terms as an ordinary cash demand would warrant. Specula- 
tion, by providing a continuous market, facilitates the transaction 
of an enormous business at the slightest risk and the minimum cost 
to all concerned. It furnishes a market where the country dealer 
can sell against his purchases from the farmer, thereby giving the 
iarmer the highest possible price for his grain. Without this mar- 
ket the dealer, who now contracts with the farmer on the basis of 
one cent a bushel, would be compelled to take the risk of holding 
his grain till such time as the cash demand would require it, and in 
consequence would require from 5 to 10 cents a bushel margin on 
the same grain for which, with present conditions, he is willing to 
accept one cent. Without this market millions of money now sent 
into the country for the purchasing and warehousing of grain 
during the heavy movements of the crops would be withheld till 
fiuch time as the prices would be at the lowest point, or near the 
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actual cost of production^ if^ in fact^ any considerable part would 
go at all. 

Should Congress pass this bill it would not destroy all dealings in 
futures, but simply divert the present enormous grain business of 
Chicago to some of the commercial cities in Europe, and, in my 
judgment, to Liverpool. English courts have confirmed these con- 
tracts. England is the largest importer in Europe of American 
grain. The annual exportable surpluJof wheat and its equivaltot 
in flour in this country during the last ten years has averaged 
over 126,000,000 bushels. Now the value of our crop depends 
upon the price of the exportable surplus, and the English merf 
chants, who are the closest cash buyers in the world, with our pres^ 
ent business in futures transferred to Liverpool, would dictate 
values on American grain. How will this changed condition 
benefit the American farmer ? 

The only interest this bill proposes to foster is that of tha 
wealthy miller of milling syndicates. This bill permits the miller 
to sell futures in flour indeflnitely, though he may not be the owner 
of 5,000 bushels of wheat, and yet flour is simply wheat in another 
form. English capital is now largely invested in milling industries 
in Minneapolis, the home of the Senator who gives his name to this 
bill. These mills, by the operation of this bill, would purchase 
wheat at their own terms, and be able to pay enormous dividenda 
to English shareholders on property stocked for three times ita 
value, without reserving for the farmer one iota of gain. . 



EXTBACT FROM THE ADDRESS OF Mr. MiCHABL CuDAHY, PRESIDENT 
OF THE CUDAHY PACKING COMPANY, OF CHICAGO AND OmAHA : 

Mr. Cudahy said his business was that of a pork packer and a 
general dealer in provisions. The rules of the board governing pur- 
chase and sale of provisions have always been carried out strictly 
by the trade, and that has always led to a feeling of security in con- 
tracts made on the board for provisions. He considered that the 
Board of Trade markets have been the means of keeping steady 
regular prices and preventing undue depxesision on the price of hogs, 
adding in the following words : 

For the reason that there are two seasons of the year (one begin- 
ning about Nov. 1 and ending about Feb. 1, the other beginning 
about May 15 and ending about July 15) in which accumulations 
of product take place, and that, by reason of having a market where 
you find men who are willing to take the risk of owning the property 
with the packer, it gives the packer a kind of insurance or security 
so that he can operate his plant to its full capacity and purchase 
hogs as fast as they come into the market. Were it not for the 
Board of Trade the packers would be obliged to take the entire 
hazard of carrying accumulations themselves, and, as a matter of 
course, would be more timid in their operations and less inclined 
to operate alone, unless at a low price. 

As far back as twenty years ago there was not so much trade in 
futures by the public as at present, and the packers^ season was 
only four months in the year, beginning Nov. 1 and running to "the 
end of February. They were obliged to slaughter and pack a suffi- 
cient amount in that time to last for the twelve months. It was at 
that time an almost sure thing to put the property in the cellar, tak- 
ing the hogs from the farmer at a low price and charge the consumer 
a high price for it during the Summer months. Then followed the 
introduction of slaughtering and packing throughout the entire year, 
and it was not until about fifteen years ago that the Summer pro- 
duct was recognized by the Board of Trade as being standard and 
merchantable, and, although the products for three years previous 
were quite as good as the Winter packed, they could not obtain 
within a cent a pound of the price of the Winter packed goods. 
The Board of Trade is a good medium of exchange. 
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For inatance, his firm might sell to a foreign country 10,000 
boxes of bacon — they might not have any in their cellars at the 
tim€, but he could. go to the Board of Trade and purchase the 
equivalent thereof for certain months that correspond with the 
months for which they had sold. Thus they are protected, and 
when the hogs come the packers stand ready to take them without 
any hazard to themselves, and consequently will work on a closer 
margin. The Washburn bill would make this impossible. There 
are two seasons of the year in which the packers accumulate a sur- 
plus. If there was only a continuous, supply —just enough to supply 
the demand from day to day — a regular and uniform price might 
easily be obtained. 

There is to-day in the West 500,000,000 pounds of hog product 
that is to be carried. Interest, insurance, and the cost of caring 
for the same must be borne, and uncertainties of the market con- 
sidered. Now, if the packers had no outside relief from this hazard, 
they would naturally want to put this product in their cellars at a 
low price and would expect to realize a handsome profit for carry- 
ing it over into the season when these heavy stocks would be taken 
up by the trade. As it is now the speculators from all parts of the 
world have the right open U) them to buy futures, and the 
packer has thereby the means of protecting himself, and is thus 
enabled to pay a better price for hogs, and is also enabled to com- 
pete closer with his neighbor, even though he may not have such a 
large capital. For myself and my company I am perfectly indiffer- 
ent, from a financial standpoint, whether the bill is passed or not, 
but I will give you notice right here that, for the six months of the 
year when 75 per cent, of the hogs are marketed, the price paid for 
hogs will be much lower relatively than it is now, by reason of the 
greater hazard that the packers must take in carrying the surplus. 

Mr. Gudahy summarized his objection to the bill — that it is a 
danger and a menace to the business interests and the business 
procedure of the entire country ; that it is in the direction of class 
or preferential legislation, which will never work any good even to 
those whom it is supposed to favor. There is to-day an instance of 
this on our statute books, the tax of two cents per pound on butter- 
ine. This law was passed and this tax was imposed on the manu- 
facturers of butterine for the purpose of maintaining a high price 
for butter. Manufacturers were put under a license — also the 
wholesale and retail dealers. The manufacturers and dealers were 
thus all put under the surveillance of the government. At the time 
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when the law went into effect there was not over twenty'-fiye per 
cent, of the fat from the animals used that was available for the 
purpose of making butterine* At this present day there is 100 per 
cent.^ and there is not a particle of fat that can be obtained from 
the animals suitable for butterine which is not saved. Even with 
this tax of two cents a pound, and being hampered with a license, 
the trade is steadily increasing and Europe takes from us the oleo 
and neutral lard in large quantities to use in making butterine in- 
fltead of purchasing American butter. 



NEW YORK PRODUCE EXCHANGE. 



Pbotest of the New York Produce Exchange again^st the 
Passage of Senate Bill No. 1757, introduced by the 
Hon Mr. Washburn and entitled, "A Bill defining 
' Options ' and ^ Futures,' and Imposing Special Taxes on 
Dealers therein, and for other purposes." 

To the Honorable the Senate of the United States : 

Gentlemen: — The New York Produce Exchange received ite 
charter from the Legislature of the State of New York in 1862. 
Some of the purposes of the corporation are therein set forth aa 
being ''To inculcate just and equitable principles in trade, to es- 
''tablish and maintain uniformity in commercial usage, to acquire, 
'' preserve and disseminate valuable business information, and to 
''adjust controversies and misunderstandings between persons en* 
"gaged in business.^' 

We have fulfilled our charter obligations in a manner that haa 
obtained for us influence and leadership abroad, and confidence 
and jespect at home. Our membership numbers three thousand 
active, business merchants, among whom are representatives from 
our large financial institutions and managers of all the lines of 
inland and ocean transportation centering in New York. Our ttes- 
sions are held daily during the business hours; we are in continuoua 
telegraphic contact with the markets of the old and new worlds 
and the information thus obtained is free to all our large constit- 
uency. 

While not entirely confined to, our business is largely in, the 
food products of the United States (both in their original and man- 
ufactured states) and its ramifications extend' to the producer on 
the farm and the consumer in both ,the home and foreign markets. 
In fact it is almost impossible to fix a limit to the influence we ex- 
ert, or say where it is not potently felt. 

Having thus introduced ourselves, we now, in the name of the 
New York Produce Exchange, respectfully but earnestly protest 
against the enactment of the Washburn Bill for the following 
reasons: 

00 
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First. — That it seeks to legalize a most pernicious and vicious sys- 
tem of gambling that is demoralizing and degrading/ and to the op- 
eration of which our Exchange has always been opposed. 

Second. — That it aims to overturn existing conditions that are 
the outcome of careful thought, and sound mercantile judgment 
brought to bear upon old methods that became inoperative under 
the strain of increasing production, the rdpid development of rail- 
road transportation, the more general and prompt transmission of 
business information, and the intense energy of commercial enter- 
prise. 

Third. — That it seeks to destroy existing benefits that legitimate 
sales for future delivery now confer upon the agriculturist at his 
own door, and through which he realizes what may be termed "the 
highest world price '^ at the time he desires to sell, less the cost of 
transportation and a minimum charge by the iniddlemen who 
stand ready at all times to purchase his products. 

Fourth. — That it would drive to the wall a large army of mid- 
dlemen, as a rule modest merchants of moderate means, but active, 
earnest, honorable, who are to be found in the smaller towns and 
villages located on the lines of our great railroads and who have 
done so much to build up their respective neighborhoods, and 
bring the commerce of the United States to the magnificent pro- 
portions that it presents to-day. 

Fifth, — That it is veneered with moral and philanthropic pretense 
to hide a selfish purpose, which aims to injure the many for the 
direct benefit of the few. 

FIRST OBJECTION. 

The Bill in question, it is proper to state, makes a distinction in 
the meaning of terms which have heretofore, on our Exchange, 
been considered synonympus. Sales for future delivery have always 
been dealt in and deemed the established right of buyer and seller 
whenever the occasion required such transactions, but they did not 
become a recognized necessity for the purposes of protection against 
loss and for facility of operation until about the year 1875. Then, 
because of the rapidly increasing volume of business in farm 
products, they became more general, and for brevity were some- 
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times called ^^ options,^^ simply for the reason that when the period 
of delivery was arranged to suit the conyenience of the purchaser^ 
it was called a ." buyer's option,*' and vice versa, a " seller's option;" 
in either case it was a transaction similar in all respects to the 
meaning giyen to the term '^ futures " in the second section of the 
Bill. 

The meaning given to the term ''option" in the first section is 
known to us as a specieET of gambling called '' puts and calls " or 
"privileges," which are transactions opposed to law and good 
morals, and should not be permitted under any circumstances. 
ISToticing a growing tendency in some places to tolerate such trad- 
ing, this Exchange adopted a rule in 1887 which disciplines any 
member, by public censure, suspension, or expulsion, as the Board 
of Managers should determine, who may be proved guilty of mak- 
ing such trades on the floor of our Exchange. 

If section one of this Bill suppressed altogether such vicious 
trading, we would heartily endorse it, but it is because the proposi- 
tion is to legalize it, and place it on a parity with sales for future 
delivery, that we earnestly protest against it. 

. f 

SECOND OBJBOTIOK. 

''That it aims to overturn existing conditions," etc. If there is 
any one element more noteworthy than another in advancing what 
maybe termed the "agricultural" or "farm commerce" of the 
United States into the proportions it presents to-day ifc is the facil- 
ity with which transactions can be made with all markets (foreign 
and domestic) for our surplus farm products, through the medium 
of purchases and sales for future delivery. It is impossible to give 
you the volume or value of home transactions as they are being 
operated daily in hundreds, I might even say thousands, of major 
and minor markets throughout the length and breadth of the land. 
Such statistics cannot be obtained, but from our Statistician I have 
received the declared value of the three great articles of commerce 
that are attacked in this bill, viz., breadstuff s, provisions, cotton, 
which were shipped to foreign countries during the year 1891. 
They are as follows : 

Breadstufls.. $231,275,709 

Provisions 130,321,693 

Cotton 277,038,611 

Total $638,635,913 
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Tli6 total yalue of all articles exported from the TTnited States 
(specie excepted) during the same period was $957,339^705^ so that 
you are &oed with the graye responsibility of dealing with a meas- 
ure that directly affects not only our enormous home trade, but also- 
almost eighiy-one per cent, (exact 80^^) of our total foreign ex- 
perts (specie excepted), and all parties who are directly or indirectly 
interested therein. 

Now, we do not hesitate to say (although we speak more from au 
experience in breadstuffs and provisions, but our cotton friends- 
are present and will please correct us if we are in error) that, 
by far the larger part of these enormous shipments were pur- 
chased by the exporter for future deliyery, and that before they 
reached the port of ultimate shipment they formed the basis of 
transactions for future deliyery outside of the exporter, aggre- 
gating a yery much larger amount, eyery one of which was 
legitimate and mercantile. But this ib not all. The yessel seryice 
which was required to transport all this merchandise to its place of 
final destination was contracted for, to a yery great extent, long 
before the vessels sailed for their American ports, and the bills of 
exchange which provided the ''ways and means'' for payment were 
also largely sold to the dealers in foreign exchange, for future deliv- 
ery. In fact, almost every element in these shipments partook of 
the ''future" character, the object being to minimize the risk 
arising from a possible change in market values between the date 
of the original purchase from the producer and arrival at the place 
of consumption. 

We will make a further statement relative to these shipments 
and challenge its contradiction. If the "future" element had 
been eliminated from such transactions the volumes of our exports 
would have been much decreased, and the farmer would have re- 
ceived a much less price for the product that he would have been 
able to market, for the reason that under the old regime the mid- 
dlemen, who were generally firms of large wealth, required a very 
much larger percentage of margin against possible loss than is re- 
quired under the present system. 

Now, what is urged in opposition to future sales? It is said that 
this system is used as a cloak for transactions which sometimes 
savor more of gambling than of legitimate operations, and the as- 
sertion is made that, as a large part of the merchandise sold for 
future delivery on our prominent exchanges is never actually de- 
livered to the original purchaser, this &ct is prima facie evidence- 
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of their illegitimate character. Before answering this statement 
(and it is held to betrue, we doubt not, by many who have only 
superficially examined the subject) permit nie to present the form 
of contract that is required in these future transactions. It reads as 
follows : 

GRAIN CONTRACT. 

New York, February, 1892. 

In consideration of one dollar iu hand paid, the receipt of which is hereby 
acknowledged, I have this day SOLD TO (or BOUGHT FROM) Richard 
Roe, 5,000 bushels of No. 2 wheat. New York inspection, at 100 cents pei 
bushel of 60 lbs., deliverable at seller^s (or buyer's) option in May, 1892. 

This contract is made in view of, and in all respects subject to the By- 
Laws and Rules established by the New York Produce Exchange, in force 
at this date. John Dob. 

It is concise and definite and in every respect legal and binding. 
If either one of the contracting parties desires actual delivery un- 
der it, it must be made, and there is no power extant that can re- 
lieve the other from this obligation, or the damage that may arise 
from such non-delivery. It is true, however, that at times a large, 
and during seasons of great ^activity such as we have just been 
having, a very large proportion of these future transactions are not 
consummated by actual delivery, but this is done by mutual con- 
sent of both parties, and for which an equitable mercantile equiv- 
alent is substituted, simply as a convenience to facilitate settle- 
ments, which under the old system of actual delivery under all cir- 
oumstances, was found to be cumbersome and attended with the 
loss of valuable time and risk. Take New York, for example. It 
is a great objective point for mercantile transactions made on behalf 
of parties throughout the old and new world. With such a con- 
stituency it continually happens that the merchant who sells to- 
day is a purchaser of the same article to-morrow, and in the aggre- 
gate of these transactions it also often happens that a transaction 
in which he was the buyer can be matched with a subsequent one 
in which he was the seller of the same description of merchandise 
and for like delivery in all respects except as to price, and when 
this matching does take place differences in value only are paid 
and the contract closed without going through the forms of de- 
livery and re-delivery with all their attendant inconveniences. In 
such cases, and they are the only ones where actual delivery 
does not take place, there would be absolutely nothing gained by 
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« strict adherence to the old rnle^ an^ therefore it was willingly 
abandoned. 

Perhaps this can be made more evident by citing the bank clear- 
ing-house system in vogue in all our large cities. By means of 
this system enormous daily monetary transactions are settled in . a 
very few minutes by the actual interchange of comparatively 
small sums of money. .Bank A receives on deposit during the day 
checks on Bank B to the aggregate of $200^000 and Bank B checks 
on Bank A to the aggregate of $190,000. The following day these 
banks send their respective claims to the clearing-house^ and that 
of B is matched against that of A^ as far as it will go, and the 
balance paid in cash. In this hypothetical case a joint indebted- 
ness of $390,000 was settled by the payment of only $10,000 of 
actual money, and yet every item in the major amount was legiti- 
mate, nor did the system of settlement employed suggest that a 
single fictitious element had entered into the transaction from 
its inception to its close. It was the growing business of the 
banks that suggested the invention of the clearing-house, just as 
it was the urgent needs of commerce to improve upon the old 
method of actual delivery in every instance and under all circum- 
stances that suggested the application of the clearing system, 
when practicable, as a more rapid and convenient means of set- 
tling contract obligations. In like manner the railroad, the steam- 
ship^ the telegraph, and the telephone, have all been made the 
servants of commerce, and each has contributed its quota in aiding 
her marvelous development, and now all such means are deemed 
absolutely essential adjuncts, which cannot safely be dispensed 
with. But even if the charge '^ that some illegitimate speculation 
is operated under the cloak of sales for future delivery," is true, 
what then? Is a great public good to be abrogated because of a 
claimed inability to entirely check a minor defect? It is as im- 
possible, at all times, to draw the line so definitely that a mercan- 
tile offence of this character cannot be committed, as it is to make 
laws which will absolutely suppress all crime. But (as far as an 
intelligent consideration of the subject can suggest remedies which 
will counteract this injurious influence) you will find our Boards 
of Trade and Exchanges have not been idle, and by rules and by- 
laws have controlled these " commercial pirates '* to a strict ac- 
countability for their acts. Here is a rule that holds both buyer 
and seller to a money responsibility that they cannot avoid : 
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'* On all sales or purchases. of grain for future delivery either party 
" to the contract shall have the right to call an original margin often 
" cents per bushel on wheat, rye and barley, and five cents per 
^' bushel on corn and oats, and a further margin from time to time 
'^ to the extent of any variation in the market value from the con- 
'* tract price." 

This rule is both restrictive and protective, and forcibly reminds 
each party entering into future transactions that he must put up his 
money and leave it beyond his control till he has fulfilled his obliga- 
tion^ as an evidence of his good intent. It also limits the ^^ short 
seller '^ to the ability of his pocket to respond to marginal calls, and 
keep the margin good. Now, when it is remembered that the 
^^ short seller" is operating in the face of a world-wide market, it 
is evident that the moment he gets below legitimate values he will 
be overwhelmed with purchasers who are always on the lookout for 
bargains, and who will insist on the money protection under the 
marginal rule. It is our experience that the application of this rule 
is a most effective check upon the professional " short seller." Here 
is another rule which is equally protective, but in another direction, 
and is given as an evidence of the thoughtful care that surrounds 
all these future transactions : 

"Rule 32. — Sec. 1. — In case any ]property, contracted for future 
delivery, be not delivered at maturity of contract, the purchaser 
shall notify, in writing, the Committee on Grain, of the failure to 
deliver, and the Committee on Grain shall, at the next call, publiclj 
read such notice, and buy in the grain for account of the party di- 
recting the purchase, but no unreasonable price shall be paid, aris- 
ing from manipulated or fictitious markets, or unusual detention in 
transportation. Any legitimate loss resulting to the buyer shall 
be paid by the party in default and the grain so bought shall be a 
good delivery on defaulted contracts maturing that day." 

Under this rule the person who aims to operate a ^^ corner "is 
quickly defeated, for a manipulated or fictitious price cannot be 
enforced. 

These examples could be largely multiplied, but we infer that 
enough has been said to show that the possible evils of future sales 
have been much exaggerated, and that their correction has received, 
and is continuously receiving, the thoughtful attention of ^ honor- 
able, competent men. 

THIBD AND FOURTH OBJECTIONS. 

'^ That it will injure the producer by restricting the range of his 
market,'' and "will drive to the wall the large army of middlemen'* 
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is 80 self-evident, and will be treated of^ doubtless, by the repre- 
eentatives of the Boards of Trade nearer to the sources of produc- 
tion and the homes of those active traders, than we in New York, 
that I will not occupy your time discussing it, further than to say, 
that the absolute success of a large part of the business enterprises 
operated on, and through, our Exchange is almost wholly dependent 
upon the agricultural classes, and the persons and firms and elevator 
iissociations with whom they directly deal. An injury to them 
comes rapidly home to us, and from that standpoint of intimate re- 
lationship, we give it to you as our deliberate juidgment that you 
could not enact a more unfortunate or aggressive law against our 
common interests, than the Bill under consideration, which we de- 
nounce as ill advised, illogical, and in its spirit, bad. 

To destroy by legislation the protective element furnished by 
fiales for future delivery, is simply to drive a large *' produce pur- 
chasing constituency " from the field, and would prove so disastrous 
to the agricultural classes that upon the first opportunity after they 
realized its injurious effect, they would relegate the legislator who 
advocated and enacted it into political oblivion. 

FIFTH OBJECTION. 

" It is veneered with moral and philanthropic pretence,*^ &c. 

In making this assertion we have simply stated our belief with 
the view of putting you on your guard, and inducing critical exam- 
ination into motives, before reaching a conclusion. In seeking a 
reason for the introduction of this objectionable measure into Con- 
gress, we soon found to our satisfaction (that while ignorance of the 
whole subject and a laudable desire to shield the agriculturists from 
the ^' raids " of the ^' short seller," and the community at large from 
the efforts of the ^' corner " monger to give to food products an ex- 
aggerated value, had something to do with it) the more dangerous 
element was cloaked under the cry ^^ that it was morally wrong to 
sell what was not actually held in hand.'' The authors of this 
foolish platitude, while posing as the " farmer's friend " are nothing 
short of his worst enemies. Their aim is to deprive him of his 
" world wide market " by driving off competition through legis- 
lative aid, and thus having corralled him into the narrow limits 
prescribed in this Bill, purchase his produce at their own time and 
price. 

Many expedients have heretofore been resorted to, to induce the 
holding back of farm products from the ordinary channels of com- 
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merce (particularly in the Northwest) and &iled, and now as a l&st 
effort, the Congress of the United States is unblushinglj asked, un- 
der the plea of needed revenue legislation, to tax out of existence a 
mercantile right that is in every way lawful and never before ques- 
tioned, and has proved of incalculable benefit to the commercial in- 
terests of the whole country. 

Permit us to call your attention to the peculiar wording of this 
Bill, and especially to the bracketed words in the second section, 
reading as follows : (" or unless the articles so contracted to be sold 
*' and delivered shall subsequently be actually delivered to the pur- 
'^ chaser for manufacture or consumption.") In other words, a 
miller can purchase wheat for delivery from any one who wishes to 
sell, whether he has it in hand or not, without the tax being opera- 
tive on either party, provided it is delivered to the said miller for 
manufacture. A merchant or exporter cannot make such a pur- 
chase, because he is neither a manufacturer nor a consumer under 
this law, therefore the man who wishes to sell wheat for future de- 
livery, without incurring the tax, which he has not actually in hand, 
has only the one class of customers, and they are the privileged 
millers. 

"Now, please examine the third section and you will notice that 
while all the products of the hog are made subject to the proposed 
tax, the product of wheat (flour) is not mentioned. Here again the 
miller is made the favored son of legislation. This may be the re- 
sult of accident and not design, but when taken in connection with 
the fact that the exports of flour from the United States during 
1891 amounted to the value of $64,783,861 and that it was largely 
dealt in for future delivery exactly as wheat, corn, provisions and the 
other articles mentioned in the Bill as subject to tax are, some idea 
may be formed of the immense advantage the proposed legislation 
would give to the large milling interest of the Northwest. 

For these reasons we think we are justified in characterizing the 
measure as '^ hiding a selfish purpose which aims to injure the many 
for the direct benefit of the few." 

Gentlemen, one word more and I have done. The United States 
is eminently a commercial country, and through her commerce, 
backed up as it is by agricultural, mineral, mechanical and scien- 
tific development, is rapidly becoming the wealthiest of all the 
countries of the world. 

Let me call your attention to this fact, which, while we do not 
claim, it as a result, we have a right to say of it that it is a coinci- 
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dence. Buying and selling for future delivery (although always 
more or less operated as now carried on) became the rule with the 
American merchant about the year 1875. Since that period (be- 
cause of its protective element) it has been adopted by every Euro- 
pean country with whom we trade, and it is found to give every 
satisfaction. For the seventeen years prior to 1875 the balance, of 
trade against this country aggregated in round numbers 11,200,- 
000,000. Since that period, which is also seventeen years, the bal- 
ance in trade in favor of this country aggregates in round numbers 
the enormous sum of $1,825,000,000, of which amount $155,500,000 
was for the year 1891. Do not these figures speab volumes for the 
men who hold the helm of commercial enterprise in the United 
States, and are not their views on commercial subjects entitled to 
oonsideration and respect ? 

We do not come here as suppliants, but ask for, in the firm hope 
of receiving, recognition for what we have done, and are doing, in 
forcing this country to the front. There is no egotism in our claim 
that the American merchant stands out as the central figure in our 
national development. He is as necessary to the agriculturist in 
obtaining the largest money value for his labor, as he is to his gov- 
ernment to whom he contributes the major part of the revenues 
which it receives. Ho is the patron of the railroad, the steamship, 
and the wonderful discoveries . of science, whose inventions he 
quickly adapts to the more rapid and economic requirements of his 
business. He is the friend, and to a great extent the supporter, of 
the professions and contributes largely to education, literature and 
the arts and every other refining influence that creates and furthers 
aocial happiness. It is consistent, therefore, that we should ask 
for, and you grant the fostering care of legislation to commercial 
enterprise, and that the great mercantile associations throughout 
the land, who are more directly responsible for the outcome and 
who are continually alive to the changes that are of necessity always 
taking place, are the best able to detect injurious influences as they 
arise and to suggest to legislative bodies the needed remedies. 

KespectfuUy submitted in behalf of the 

New Yokk Produce Exchange, 

By A. E. Orr. 

February 16, 1892. 



Address of Mb. Dekiston B. Smith, Sbcbetaey of the Peoduob 
Exchange of Toledo, Ohio, delivered before the Sub- 
committee OF THE JUDICIABY COMMITTEE OF THE SeK^ATE, IK 

Opposition to the Anti-Option Bills, on Wednesday, 
Febbuaby 18th, 1892. 

The bill before this committee i^ elaimed to be in the interest of 
agriculture. It seems impossible for all people to examine and con- 
clude alike on a great variety of questions, and I am sure the effect 
of this bill would be entirely opposite from that claimed by its. 
friends. I believe the theory of the friends of this bill is based 
upon a positive misapprehension. In my judgment it is a measure 
that will strike a damaging blow to a great system of trading in- 
spired by and rendered necessary by the matchless expanse of our 
country, and the enormous growth of its agricultural production. 
Its injurious effect will be felt in all the departments of business, 
life. It would depress the prices of the leading agricultural products, 
by diminishing competition for their purchase, and would extend 
the evil through all our other business interests. It would decrease 
the number of buyers to a mere handful, and give over the buying 
of farm products to the hands of a few strong dealers in each of 
the great centers, who would in such measure control prices as to 
insure large profit. 

Such a condition of affairs would favor the interests of the farm- 
ers far less than the existing system. Dealing in commodities 
of this character is the outgrowth of our railroad system, which haa 
given an opening to productions thousands of miles from the sea- 
board. This system has necessitated the prompt handling of cars 
at grain centers and a great elevator system and inspecting system,, 
and the storing of wheat by its grade has been the result. 

It seems to me Congress has never considered a question relating 
to trade of so great importance. No legislation respecting the busi- 
ness of this country, it seems to me, was ever attempted that con- 
cerns interests of such magnitude as this, on account of the capital 
employed and the values of the property involved. 

If either of the bills before Congress are enacted into law it will 
prove in its results the most disastrous legislation ever inflicted oa 
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this country. These are broad assertions^ but a just and impartial 
conception of the vast interests concerned justifies them. This bill 
is based on an totire misapprehension of both causes and their 
effects. It is believed by members of Congress that the great agri- 
cultural interests of the country demand this legislation^ and with- 
out a study of the justness of the claim perhaps many members may 
yield it support. 

Granting farmers say they are benefited by this legislation^ is 
that a reason for compliance by Oongress ? The farmers have de- 
manded other things also^ a sub-treasury, baseless currency, etc. 
Why should Congress attribute more reason to one set of mistaken 
ideas than another? The farmer is no less mistaken concerning 
this legislation than upon the effect of unlimited flat currency. 
Our agricultural population are capable and intelligent, but great 
numbers of them have not the time nor the opportunity co 
become students upon all business questions, nor upon the effect on 
values of trading for future delivery. They have been deceived by 
men of a pretention to knowledge, but who are as ignorant on this 
subject as their pupils. 

Let us look at the system of trading in this country and Europe 
in the light of reason, and see if we can disclose its ill effects on the 
farmers. And first let me point out that farmers themselves are 
largely chargable with the depreciation of their values, by throwing 
on the market in two months a volume of wheat greatly in excess of 
demand and which ought to be distributed over six months. These 
excessive receipts of wheat have the effect of depreciating prices. 

Now, to limit the seller to the time necessary to prove ownership 
of farmers^ contracts, when millions and millions of bushels are sold 
by telegram, would be to harness commerce to a team of oxen. In 
unrestricted trading these transactions are carried on on the basis 
of small profit and often at a loss. If trading is loaded with re- 
strictions, and dealers must wait and ask a man for proof of his 
legal right to sell, his margin for profit decreases. The moment you 
place an obstacle in the pathway of free trading you limit and de- 
press values. In the ratio that you hedge about trading, with con- 
ditions depressing to freedom of action, you increase the risk ; and 
if the risk is increased it can only be overcome by an increased margin 
for profit. Who pays this ? It comes out of the wheat. What will 
be the effect of curtailing the number of dealers, if only a limited 
class are invested with the right to buy for future delivery? Will 
this condition tend to aid or depress the value of farm products P 



Any man of sense knows that in the ratio you reduce the number of 
people wanting the same article do you reduce prices. 

Any such restrictions of competition in buying wheat immediately 
after harvest^ when all farmers are sellers and great quantities are 
moved, would reduce the price to farmers ten cents a bushel or 
more. Its effect for all time would be the same. You can't shackle 
commerce and trade with constitutional restrictions of any kind, 
except to promote the fulfilment of contracts, without adverse 
effects. Bestrict this buying and selling by narrow hesitating de- 
taining process of evidence of ownership of actual grain and you 
create an influence for lower prices. I beg to emphasize this point. 
It has worldwide significance and finds welcome recognition. If, 
gentlemen, you place an embargo on free trading by cumbersome 
..^actments regulating it, these conditions will always and have ever 
refected upon the value of property so dealt in. Is there not a sharp 
analogy between this question and real estate in Washington ? If 
purchasers were confined to those desiring property for immediate 
use, would the values have so increased ? 

Suppose after the sales of large amounts of corn for the foreign 
market for future delivery the price of the market declines, a buyer 
desires to resell, possibly the corn is delivered. The proposed en- 
actment would prohibit such a purchase by an American dealer for 
a foreign buyer, speculator, miller or consumer, because before he 
receives he can't resell. Do you suppose he will be as free a 
buyer ? He has a limited margin at best. We can all see that such 
a restriction would occasion timidity, hesitation, and he would in- 
sist on a wider margin for the increased risk. This promiscuous 
selling does not have a depressing effect on the whole. For a day 
it may have, for sellers predominate, but a day or two later buyers 
predominate, and perhaps there is more than an equivalent. 

I tell you, gentlemen, that an experience running back thirty 

years as to the effect of future trading justifies me in saying that 

this system is a great evener and regulator of market values. There 

_ are occasions when cash wheat could not be sold without lowering 

prices. 

But the farmers are by no means united in support of this bill. 
I know this to be true in our vicinity, and there is evidence of 
the growth of this sentiment in the northwest. A day or two ago 
a gentleman, a large farmer at Fargo, is reported in the papers to 
have telegraphed Senator Davis, who says he is one of the most ex- 
tensive farmers of the State, as follows : 
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, '^I regard the anti-option bill as ruinous to every interest the 
farmer has ; that the passage of the bill will put farm lands here on 
eale. I pledge my personal honor I believe the enactment of this 
law will result in irretrievable damage to every agricultural interest/' 

The business results of the last crop are fruitful in salutary les- 
sons to the farmers. They were advised by farming circulars to hold 
wheats but these were utterly disregarded and the movement was 
unprecedented. They sold on the basis of near $1.00 through this 
system of future dealing. What did they gain ? The price now 
is about ninety cents. Suppose the bill now before you had 
then been in force upon the statute book. Would it not have acted 
AS a bar and obstructed the sale by the suppression of the facilities 
how permitted all along the line in this country and in Europe ? 

I am not interested to one dollar in perpetuating this system. 
Perhaps some, of the active friends of it at Congress may say the 
same ; but I classify these gentlemen as soreheads or politicians. I 
will show you what I think that means. Some of them have been 
in it and got hurt and are vindictive. Others are what I before re- 
ferred to^ seeking high place and making statements, perhaps under 
a. misapprehensi,on, to gain support. 

What can be said of the authorship of this bill before you ? Well, 
I can prove nothing, but I do challenge the motive which prompts 
it. The author and his partner represent an English syndicate in 
wheat dealing. I can easily believe if this attempt at breaking 
down prices is at all successful, this syndicate of English gentlemen 
will buy their wheat cheaper and sell flour abroad for a better profit. 
I can see quite as plain such a result would be of enormous advan- 
tage to them. I may say that I can't see why there is not about as 
much human nature to the square inch in some millers as in other 
people, and if my suggestion is fair, if the result of the passage of 
the bill is logically stated, it is enough to defeat it. I don't much 
believe as an American citizen that the farmers will rejoice very 
much by having values subject to purchase by English millers, and 
their making prices to suit themselves. 

The gentlemen who are supporting this bill don't state to their 

friends that from August first, 1891, to February first, 1892, the 

•export of wheat and flour expressed in wheat, from the markets in 

! India, Russia, and other exporting States, averaged eight hundred 

I thousand bushels per week in excess of the wants of importing 

countries, that increase in European and especially English stocks 
is the cause of the depressed values, and not dealing in futures upon 
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the Exchanges in this country. India has exported since April 
first last^ nearly fifty million bushels against less than twenty -five 
million bushels last year. A statement was made in another part 
of the capitol yesterday or the day before, that India's wheat wa» 
diminishing. Now, that is not a fair statement, Mr. Chairman. 
Ordinarily Russia can export one hundred million bushels. They 
have done it. They exported, with all their famine this year, up fco' 
the time of the Ukase forbidding exportation, thirty-nine million 
bushels. It is not best for this country to belittle and underesti-^ 
mate competition, for it is that which has to do with values, in my 
judgment, more than the question of selling for future delivery on 
the Exchanges. 

Perhaps these gentlemen don^'t know that instead of there being 
a shortage this year in the world's wheat crop of about seventy mil- 
lion bushels, as reckoned in August, there has, since the final re- 
turns are in, been found to be a surplus of half as much. Perhaps- 
they are incapable through prejudice or through mental infirmity 
of understanding that a change from a great shortage creating 
alarm to a moderate surplus above requirement is the cause for the 
decline in the price of breadstuff. These advocates have the assur- 
ance to pay that the decline in prices has been caused by short 
sales. Their arguments only show a want of knowledge. By no 
means does it originate on the floor of Exchanges. By no means ift 
the business conducted exclusively by members of Exchanges. These 
gentlemen forget the growth and the trading wants of a great 
people. These orders come to the members of Exchanges from all 
over the east and west, and I would make this significant statement 
that ordinarily there is no preponderance of either buying or sell- 
ing. If for a day or two sellers predominate, in another day or 
two comes recuperation and the orders for purchase predominater 
There is no harm done to the farming interest, on the contrary it 
is promoted by the future dealing. 

The clamor for the suppression of this trading has no basis in 
fact, and if Congress pass this measure I most sincerely believe it 
will be repealed in the next Congress. Future trading has not de- 
pressed price values. It has come of over buying, over imports, 
and we must wait until a part is eaten. 

Only yesterday, or the day before, the market for May wheat 
at Chicago advanced to ninety-three cents. Liverpool and Lon- 
don cables stated that the demand had fallen off at once at that 
price, and Chicago immediately declined two cents a bushel. It 
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was not short selling that did it. If there is not a market for this 
wheats they don^t care to hold it. This depression has come from 
over buying in the old market and we must wait until part is eaten. 
The prospect of starvation to a man^ with two or three barrels of 
flour in the house^ is too remote to excite solicitude. These 
gentlemen who know so much of depreciation \>f future dealings 
don^t mention that prices wer6 lower before the era of this trad- 
ing. Why? The buyer took large risks and a margin between 
the Lake and English market of ten cents a bushel for safety was 
not uncommon. In the old way the buyers of the surplus were the 
investors for a large profit ; men who bought, when the price had 
fallen, to give them a large profit, and the wheat was held until a 
demand required it. 

!N'ow the dealers are willing to buy hundreds of bushels in the 
autumn and sell in May, at a profit of a cent a bushel over the 
actual cost of carrying. The dealer, under the present system, 
works with a smaller capital. Which is the friend of the farmer? 
The world moves and to my mind the pace is appalling. It is a 
new era in trade and commerce. Steam and electricity have touched 
and quickened all our faculties. We can't go slow if we would. I 
defend the mass of traders on the Exchanges from the charge of 
being, as a mass, speculators. The large majority simply execute 
orders sent them. TJiese orders are by no means all speculative. 
Many of them are in the direct line of safety ; are simply a protec- 
tion or insurance against loss. 

But, suppose they are speculative ? Speculation is as old as the 
world, and while it may be immodest for a layman to say so, has the 
question of a man's right to speculate with his own money ever been 
controverted ? I can admit there is a time when it has depressing 
effect on prices, but it is not lasting. The market finally recovers 
its equilibrium, and the Hutchinsons and the Pardridges ultimately 
land on their heads. Deducting this element, and on my conscience 
I believe ninety per cent, of the dealing for future delivery is in the 
interest of the market. I don't know how to eliminate the remain- 
ing portion without destroying the whole system, and the greatest 
authority on this earth declares it is better to let the wheat and the 
tares grow until harvest. 

Mr. Pugh : Now, Mr. Smith, I have been interested in your pres- 
entation of this question. You have made a very able defence of 
this system. I consider your paper a very valuable contribution to 
the learning upon this difficult problem. Now, I have been asked 
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the' question frequently whether, in view of existing conditions, it 
would not be better in the long run to resort to this remedy, test its 
value and let those who expect to derive great benefit from it learn, 
by experience, which is the only way they can be taught the ruin- 
ous consequences of such legislation. Whether it would not be 
better for the country to suffer the evils that you think would re- 
sult from this legislation, and let the government resort immedi- 
ately to a repeal of it, and to come back in a condition of repose 
for the country, and of satisfaction with the fruitlessness of this 
^ixperiment. Would it not be better to let them try the ex- 
periment and then get rid of it as early as practicable after they 
found out its ruinous effects ? Would not the evil of that sort of 
an experiment be less than this continual agitation, this continual 
disturbance, and the continued existence of the existing conditions? 
There is no other remedy equal to that of actual experience in the 
trial of this sort of legislation, and if the consequences follow from 
it that are predicted, and that I agree with you, quite believing 
they will come, why it is a very easy matter to change. They will 
all willingly consent then to repeal such laws and come back to the 
existing system. Now that question has been asked me. It is pro- 
ducing an effect upon Senators and Representatives in the deter- 
mining of this question. What is your idea on this subject ? 

Mb. Smith : Well, sir ; in the first place, I think the passage^ of 
either of these bills into law would produce a very great shock to 
the business interests of the country. It could not be otherwise. 
It would suspend for a year or two, m any case, all kinds of legiti- 
mate trade. It would produce such a shock to the business interests 
of the country and would so disarrange the whole system of buying 
and disposing of the surplus products of the country, that I can't 
find, in my own mind, any corresponding benefits that may accrue 
to it by the passage of the law. This excitement, Mr. Chairman, 
has not been produced by the Exchanges, and as the Exchanges 
have opportunities and have disseminated information upon this 
question among farmers, they, the farmers, are beginning to look 
at the other side. • 



Address of Mr. E. P. Bacok, Presideis-t op the Milwaukee; 
Chamber of Commerce, Milwaukee, Wis., delivered be^ 
FORE THE Sub-Committee of the Judiciary Committee of 

THE SeITATE in opposition TO THE ANTI-OpTION BiLLS, ON 

Wednesday, February 18th, 1892. 

In opening his remarks, Mr. Bacon called attention to what tran- 
spired at a meeting of the National Board of Trade, held in Wash- 
ington, some three weeks previous in relation to this question. 

A resolution was introduced for the consideration of the !N'ational 
Board opposing this legislation, and upon its presentation it was 
manifest from intercourse with members in attendance, that prob- 
ably three-fourths, and perhaps nine-tenths, of the members of the 
National Board of Trade were in favor of the passage of the bill. 
That Board of Trade as you are aware is made up of the leading 
business men in the different cities of the country selected by boards 
of trade, chambers of commerce and commercial organizations to* 
represent them. Now that class of business men, assembled to- 
gether to take up this question for consideration, were largely in 
favor of the passage of the bill ; but when the full discussion of the 
subject had taken place and the question was put to a vote, it was 
found that the resolution introduced opposing such legislation was 
adopted almost unanimously ; only three or four dissenting votes ; 
thus showing the effect of examination by persons who were con- 
versant with the trade. 

After making this statement, Mr. Bacon said : 

I will endeavor in my statement to avoid going over ground al- 
ready covered, so far as I am aware, and wish to say in the outset 
that this system of future trading is the outgrowth of the circum- 
stances of the business, arising from its constant increase from year 
to year during the past twenty years. That is, it is not a system 
devised for the purpose of speculation, but simply for the purpose^ 
of protection on the part of those engaged in trade. It is made use 
. of by the speculative element of the country for the purpose of spec- 
ulation, but it seems to me a system of this kind, which is the out- 
growth of natural lines of trade, ought not to be interfered with or 
interrupted in any way, because perchance some element of the 
country has taken advantage of it for their purpose, that is, for the- 
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purpose of speculation. The result of the system is such that it 
has reduced the margin on which business is transacted to the low- 
est possible point. In former times, before the growth of this sys- 
tem of trading, the margin usually required for the handling of 
grain, oyer and above the expense of handling, was about five cents 
per bushel, which was requisite in consequence of the fluctuations 
of the market which the buyer had to take the risk of. 

Now, under this system, by which the buyer as soon as he comes 
in possession of the property is enabled to dispose of it in the market 
almost instantly, the buying margin prevailing throughout the 
Northwest does not exceed on wheat one cent a bushel on the aver- 
age, and on com and oats half a cent per bushel. The same is the 
<)ase with reference to the miller. The facilities afforded him for 
protecting himself from loss by decline in the market enables him 
to protect his flour, and put it on the market at the smallest pos- 
sible margin, that being practically not more than ten cents a bar- 
rel ; whereas, in former times, it was from fifty to seventy-five 
cents. The same is the case with the exporter. The exporter takes 
his stock and immediately sells a future in the market against the 
stock of grain which he exports ; and consequently he bases his 
profits upon the smallest possible margin. So that, from the pro- 
ducer, through the hands of the country buyer, to the commission 
merchant, at the point of concentration, and from that point to the 
seaboard and from the seaboard to the other side, each and every 
one of them is working on the closest possible margin, and each is 
seeking to avoid the risks of the market, which he is only enabled 
to do by resorting to this system of sale for future delivery ; and by 
means of that, those extra profits or extra margins, which in former 
times were required to cover the risk of loss from fiuctuations in the 
market, are entirely done away with, and these risks are assumed 
by the speculative element of the country, which has become very 
extensive, and the resulting difference, whether in their favor or 
Against them, is borne by them. This eliminates from the actual 
transactions of the business the speculative risk, the risk arising 
from fiuctuations of the market. 

Now it must be manifest to anyone studying the interests of 
either producer or consumer that this is a very great and immense 
benefit to both classes of people, which comprise all the people of 
this country. To adopt any measures that will interfere with this is 
detrimental alike to the producer and the consumer. It may be said, 
and I have heard it intimated this morning, that from the fact 
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that the bill does not interfere with the sale of property of men 
actually owning it^ business will not be interfered with ; but 
the greater facilities you extend to this kind of business the greater 
will be the volume of trade. It is essential that this trading 
should be made on the instant. If you reduce the volume of this 
trading by shutting off sales for future delivery of property, unless 
the property is actually owned by the seller, you to that extent 
€ut off the number of men who are engaged in the legitimate busi- 
ness of handling the products of the country by preventing them 
from protecting themselves against fluctuations in the market. 
And where now the margin required is only from half a cent to a 
cent a bushel on wheat and ten cents a barrel on flour, they will be 
doubled or trebled, if not more, on account of the reduction of 
the facilities for protection against loss which is required, and that 
expense must fall on the people at large. 

Now if this speculative element of the country chooses to come 
into these boards of trade and carry on these extensive operations 
by means of the facilities that are provided for the legitimate 
traders, why should they be prevented from doing so ? No one 
suffers but themselves. If there is a loss they are the ones that 
bear that loss. The country at large has no interest in the matter 
whatever. It has no concern for the country at large what the 
body of speculators choose to do. If a man chooses to risk his 
money on the purchase of grain or in the sale of grain it seems to 
me it is no concern of anyone but the man who engages in 
the transaction ; and while there are instances of trading in this 
way that are undoubtedly pernicious from the fact of their being 
engaged in, by those who are not able to bear the losses sustained, 
jet it seems to me that affords no reason why this volume of bus- 
iness should be restricted, which is so useful and important in 
the carrying on of the legitimate business of the country. 

I will say here that the general effect of short selling in the 
depression of prices as a presumption is altogether incorrect. 
That, in my judgment, from an experience of over twenty-flve 
years in the trade, the short selling of property produces no in- 
fluence upon the market in the depression of prices which is not 
very shortly, and almost immediately in fact, counteracted by the 
next purchase of a corresponding quantity. Short sales cannot 
be made with impunity and a man cannot put out his contracts 
lor the future delivery of property and continue to do so and de- 
press prices in the operation without being called to account for it. 
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Ho must buy the property right in the same market to clear that 
sold for future delivery^ and that purchase, when it is made, must 
necessarily exert precisely the same influence, or as great an in- 
fluence, on the market in the opposite direction as his sale which 
had previously been made. So that one influence has a reactionary 
effect on the other, and it is impossible there should be any de- 
pression, except momentarily, produced by the short selling of this 
property. 

I wish to say further that I believe the volume of this short sell* 
ing as compared with the volume of sales based on actual property, 
itself is also very greatly overestimated. It was stated in the Com* 
mittee of Agriculture yesterday by Mr. Pillsbury, of Minneapolis, 
who is in as good a position to know as anyone, that there is from 
forty million or fif tyf million of bushels of short wheat on the mar- 
ket. All the men of the time believe that to be so. There is no 
means, to my knowledge, of ascertaining with any degree of ac- 
curacy what that amount is, but perhaps these figures are correct. 
For the sake of argument suppose they are. What relation does 
that bear to the actual grain against which sales have been made 
for future delivery? I will endeavor to show you. Bradstreet, 
who is one of the best authorities for grain statistics, re{)resents on 
February 1st, the available stocks of wheat at some sixty points of 
storage, including the important country points as well as the com- 
mercial centers, east of the Bocky Mountains, at 66,500,000 bushels. 
I omit the stock on the Pacific Coast for the reason that that enters- 
but partially into the sales in the eastern market. Bradstreet es* 
timates 66,500,000 bushels in store at these points. The stocks in 
the hands of northwestern elevators is estimated at 13,000,00CV 
bushels. I estimate the stocks in the other warehouses in tbo 
country in other States in the Northwest outside of Minnesota and 
the two Dakotas, will not be mach less than 20,000,000 bushels, 
including Nebraska, Iowa and Missouri, which are all producing 
States, and also the winter wheat growing States east of the Missis- 
sippi river. I estimate there is in transit from points of purchase 
in the country through to the commercial centers and the seaboard 
in the aggregate not less than 10,000,000 bushels. There is held in 
mills and private storage throughout the country probably not less- 
than 15,000,000 bushels. This is merely an estimate, but from 
knowledge of the trade, it is a very safe one. It may be as much 
again, but I wish to be within the limit. That makes an aggregate 
of 111,000,000 bushels of actual wheat in this country out of the 
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farmers' hands. In addition to that I estimate the exports afloat 
for Europe and Great Britain not less than ten millions as sold 
against at markets in this country. It is well known by those in 
the trade that most of the grain exported is sold against in the mar- 
kets in this country to be carried during its passage, and when sold 
on the other side, the future sale put out against it on this side is 
bought in, which process secures to the exporter his margin with 
perhaps one cent a bushel, in the absence of which facilities he 
would want about ten cents. That makes an aggregate of 121,000,000 
bushels. 

Now with the present practice of trade probably nine-tenths at 
least of that amount is sold for future delivery in the various mar- 
kets of the country, from the fact that every grain dealer and every 
miller and every exporter makes it an almost invariable practice to 
sell against his stock whatever it is and wherever it is. So we will 
say there are 110,000,000 of this actual existing stock which is sold 
for future delivery, and which is the bases of these contracts turned 
over and over again on the boards of trade, against forty million 
bushels sold there of short wheat. So you will see that the short 
wheat will correctly represent only about one-third of the actual 
wheat upon which these future sales are based. Now, the general 
impression seems to be that the bulk of the sales on the Boards of 
Trade are based simply on short wheat. But I think from these 
figures you will readily see that certainly no nfore than one-third 
and probably no more than one-fourth of these transactions are 
based upon what is termed before these committees ^^ wind.'' So that 
the effect of short selling, whatever it may be, is immensely exag- 
gerated, and the depression in prices, which is attributed to it, is 
largely, if not wholly, imaginary. But my own opinion is that the 
simple fact of there being this amount of contracts upon the mar- 
ket which are the subject of trade, of transfer from one to the 
other over and over again whenever a dealer sees a profit in it that 
suits, it may be from a half cent to five cents ; all this increases the 
aggregate of trading and hence the facility of making the desired 
transaction for future delivery by the party who is actually hand- 
ling the property and moving it from the producer to the consumer; 
and consequently enuring to the benefit of both producer and con- 
sumer. 

The depression in the prices of grain which have been alluded to 
by those interested in the passage of this bill so strongly, as com- 
pared with the prices ruling in previous years, comes entirely from 
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other causes. The production of this country has increased im- 
mensely in the past twenty years. The Agricultural Department 
in its December report makes a statement giving the average produc- 
tion of the principal grains for two periods of ten years, that is 
wheat, cqrn and oats. The periods are from 1870 to 1879 and 1880 
to 1889 inclusive. It is stated in bushels, and the difference in 
the average production of each of the periods of ten years, as shown 
by these figures, is an increase in wheat of 44^, in corn of 44^, and 
in oats of 86^. 

Now this necessarily increases the amount of grain which is put 
on the market for sale, increases the supply for the consumption of 
this country and of Europe, and it is the increase in this producr 
tion which has contributed largely to the depression in prices. But 
concurrent with this increase of production in this country is the 
increase in India, Egypt, Australia and South America, all of 
which have contributed in the past ten years immense quantities of 
wheat to the world's supply, and that increase in addition to the in- • 
crease of this country has had this depressing influence on the 
market. 

Further than that, it is well known to those who pay any at- 
tention to economical questions, that the margins of all kinds of 
products, including manufacture and mines, have declined largely 
in price during the last ten or fifteen years the world over, and the 
decline in wheat and cereal products is no greater in proportion 
than the. decline which has taken place in everything else ; not so 
great as in many articles. You may take iron, you may go through 
with all the principal products, and you will find all have declined 
in as large a proportion and many in much larger proportions than 
the cereal products of the country. So that this attributed depres- 
sion in values as the result of this system of short selling is alto- 
gether imaginary. The cause is to be found elsewhere, and princi- 
pally in those sources to which I have referred. 

Now the position of the agricultural products of the country is 
peculiar with reference to its disposition in the channels of trade ; 
different from any other product. Manufactures and minerals 
even are produced steadily and gradually from month to month 
throughout the year, and are produced as nearly as possible accord- 
ing to the measure in which they are required. If an over-supply 
is found to prevail in any particular article, in iron or copper or any 
other article, the production is immediately reduced in conse- 
quence ; so that the supply which is placed on the market is meas- 
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ured in accordance with the demand which exists for it. Conse- 
quently the prices of these commodities regulate themselves. But 
you will see that the case is very different with reference to agricul- 
tural products. They mature and are placed on the market^ a 
whole yearns supply at once. They are placed by the producer upon 
the market for immediate sale^ and figures will show that during 
the first four months of the year after harvest two-thirds of each of 
the cereal crops are marketed. 

Now if there is only enough to carry through the year, there is 
double the quantity marketed during one-third of the year that 
there is a demand for. That property must be carried from the 
time of its production and being thrown on the market, until the 
time it is required by consumers, by some different pr6cess than 
that in existence with reference to other productions of the country, 
and that means that the carrying of it is provided by thej extensive 
facilities for speculation. Capitalists, who think they see a profit 
in buying and carrying this grain until wanted for consumption, 
invest in it. Men of small means who think they see a profit in it 
will send a margin of five or ten cents a bushel, more generally five 
cents, to a commission merchant, to invest, in twenty times the 
amount that five cents a bushel will buy. That makes an extensive 
element for the carrying of this property during this period when 
it is not wanted for consumptive purposes ; and it is a medium, as 
you will see, which is very necessary to the sustaining of prices dur- 
ing this period. 

In former times before this system developed, a rush of this 
property on the market, although not in bulk existing now by far, 
produced an extended depression in prices, and during the first 
three or four months of the crop it was expected by the millers to 
obtain a sufficient supply of grain for milling to last them through 
the year, feeling sure that, as the crop year advanced and the con- 
sumption of the world required this product, there would be a 
greater elevation in prices, and that was the experience almost in- 
variably from year to year. And to my mind that is one of the 
chief motives why the milling element of the country, or a portion 
of it, seeks to bring back that state of things, and be put in a posi- 
tion where they may lay in their stocks, that are sometimes sold be- 
low their value by the farming element of the country, and hold 
them in their mills and elevators until they can dispose of them at 
constantly advancing prices as the season advances and consump- 
tion requires them. 
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To show you the extent of the grain trade of the country in com- 
parison with other trades, I wish to present to you an estimate of 
the Agricultural Department of the farm values of the prin- 
cipal cereals produced during the past year, which in wheat is 
$513,000,000 and upwards; in corn, $836,000,000; in oats, 
$232,000,000 and upwards ; making an aggregate of $1,500,000,000. 
And of rye and barley I have made an estimate from their former 
values together with the statement of production, amounting to 
$40,500,000 -and $77,000,000 respectively ; making a total of 
$1,700,000,000 in value at the farm, not at the commercial centers, 
of the cereal products for one year, and the values of a year's pro- 
ducts do not vary mucli, because on short crops prices are higher, 
and on large crops like the present they are lower. The variation 
will not be more than $200,000,000 in value a year. Here are 
$1,700,000,000 worth of this property, and it is rushed upon the 
market largely within four months of the time of their being har- 
vested, and which must be provided for, as I have said, in a differ- 
ent method from those required in any other products of the 
country. 

Mr. Pugh : Do you mean that amount of surplus for sale ? 

Mr. Bacon : That is the gross production. I have no way of sep- 
arating the two, but it shows the magnitude of the interest in vol ved» 
The cotton crop of the country, which is handled in the same way, 
is estimated at $303,000,000 ; for last year, $370,000,000. The meat 
product of the country at from $600,000,000 to $750,000,000 annu- 
ally, which, added to the cereal production, makes an aggregate of 
$2,600,000,000 in value, a large proportion of which is disposed of 
in the course of trade ; and what is required for the whole year, is 
disposed of during a small portion of the year. 

These figures, of course, convey but little idea to the mind with- 
out comparison ; but when we consider that the silver production 
of the country, which has been the subject of such expensive legis- 
lation for the past fifteen years, is annually about fifty million dol- 
lars in value, we will see that it is relatively more than fifty times 
as much. To go further, the value of this annual agricultural pro- 
duction of the country nearly equals the aggregate of the national 
debt at the close of the war. It is only by comparison that we can 
get an approximate idea of the magnitude of the interest involved 
in this question. 

Kow I wish to call attention to the fact that this legislation, if it 
is to have the effect it is expected to have, and which is undoubt- 
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edly the object of the promoters of this measure ; this legislation is 
in favor of a class, in favor of the producing class, and if it pro- 
duces the effect desired it is legislation against the interest of the 
consuming class. It stands to reason whatever enhancement of 
value may ensue to the farmer falls necessarily upon the consumer. 
Now the census of 1880, the figures of 1890 are not yet published, 
shows the number of persons engaged in all gainful occupation in 
the country was 17,392,000 in round numbers ; of those engaged in 
agriculture there were 7,070,000, constituting 40 per cent, of the 
whole. Those engaged in gainful operations comprise merchants, 
the manufacturing and the mining interests of the country ; those 
engaged in agriculture comprised all who were engaged in any 
branch of agriculture, not only in raising grain and live stock, but 
forests, tree men, every branch of agricultural service ; showing 
that forty-four per cent, of the population is directly interested in 
the production of agriculture. And for the benefit of that forty- 
four per cent, the other fifty-six per cent, of the population, if the 
passage of the bill is accomplished, are to be taxed. Or to speak 
more properly, they are to be deprived of the benefits resulting from 
the operation of the natural and established laws of trade in their 
favor, in order that forty-four per cent, of the population may 
receive that benefit. The injustice of that is apparent. 

I wish to go a little further on that point. Of those engaged in 
agricultural pursuits the number so engaged in the cotton States is 
2,837,000, which, deducted from the whole number engaged in agri- 
culture, leaves 4,833,000 presumably engaged in the production of 
cereal and meat products, which will make a percentage of twenty- 
eight of the aggregate. Instead of those who are raising cereal 
products and who are supposed to be benefited by this Bill being 
forty-four per cent, of the whole it would only be twenty-eight per 
cent, of the whole. Those who are engaged in raising cotton are 
of course consumers of cereal products and meats, which are raised in 
the North. They will become farmers in consequence of the en- 
hanced values that are expected to result from the operation of this 
Bill. I believe this supposition to be false and will not be realized, 
but it is the purpose of the promoters to produce this benefit for 
those who are engaged in raising the cereal and meat products of 
the country ; and if so it benefits twenty-eight per cent, of the peo- 
ple at the expense of seventy-two per cent, of the people. Now, 
I submit whether this is fair legislation, to say nothing of the 
wisdom of it. 
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Mr. Pugh : The cotton producer becomes interested as a pur- 
chaser in the sale of the cereal food products. He joins the pur- 
chaser in interest, interest in a lower price. The producers of the 
cereal and meat products, he becomes a purchaser and interested in 
the low price when he wants cotton. So that these producers 
change their relations according to the character of their products. 
They become purchasers or sellers according to the character of their 
products. 

Mr. Bacon : I see; but the producers of the cereals probably do 
not use one-tenth as much of the cotton produced by the cotton 
raiser as the cotton raiser does of the cereals produced by them. 

Another unfavorable effect this Bill will have is to remove one of 
the most important checks and the only effectual check which has 
yet been found against the working of corners. Corners could be 
carried out with almost certain success if the parties who are man- 
aging them had simply to contend with the actual products and if 
the facility of selling property for future delivery before it is 
owned were taken away. Corners could then be conducted and car- 
ried on successfully and undoubtedly would be frequent. Boards 
of Trade have been baffled in their attempts to prevent corners by 
rules, and some of them, notably Chicago, have found these rules 
utterly ineffectual. The only check against the formation of cor- 
ners is the facility for short selling. Men of nerve and men of de- 
termination will sell short when a corner is being manipulated to an 
immense extent, and take chances of being caught in the corner or 
of breaking the corner ; and the fact is tnost of our corners have 
been broken, almost without exception, by short selling ; and what 
restrains men now from attempting corners in grain and pork pro- 
ducts is this facility for short selling. 

In this connection I beg leave to say that our friend, Mr. Pills- 
bury, whose remarks I heard in the other room yesterday, although 
he stated he had never sold short, is not quite as innocent of specu- 
lation as he would have gentlemen believe. In the past five years 
he has been at the head of two extensive corners and a third partial 
one, in which he was defeated by these very facilities for the short 
selling of grain. 

Mr. Brigham : I wish you would explain what the effect of a few 
thousand million of bushels of wheat would have, before the farmer 
commences to market his crop. I mean the offering of that amount 
of wind wheat. 
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Mr. Bacoij : In the first place a few thousand million bushels of 
wheat is very rarely met with. 

Mr. Bribham : But in such a case what would the effect be ? 

Mr. Bacon : Short sales may aggregate a thousand million of 
bushels^ but at no one time could there be such a sale. I think prob- 
ably the estimate of Mr. Pillsbury is correct, somewhere about from 
forty to sixty million bushels. We will reduce it to that, and I will 
say in reply to this question that the foreigners sent over here in 
June and July, when they saw their crops were going to be im- 
mensely short, for the purchase of wheat which they saw they were 
going to need, and sent orders here for that wjieat, which was pur- 
chased largely. But they did not expect to purchase wheat ; they 
expected to purchase wind and did not expect to get it converted 
into wheat and get it moved, but expected to sell it here at a profit. 
There are men who handle wheat for actual mercantile purposes on 
the other side as well as here ; and there are also speculators there as 
well as here. They only thought of the report of the short crop 
throughout Europe, and though they heard reports favorable to 
the growing crops here, they did not credit these reports from this 
country and did not believe them as firmly as they did the reports 
from Europe in regard to short crops. They thought they had a 
chance to come in and take a little slice out of the American peo- 
ple by' buying this short wheat, and when the time came that the 
immense shortage in Europe was fully realized and the prices en- 
hanced in consequence, they sold out the wheat and took the profits 
home with them. Now, as to the effect on the markets here of that 
operation I will say simply this. The men who sold their wheat sold 
it with the expectation that prices were going to be lower, not because 
they wanted prices to be lower, but because they thought they saw a 
profit in the sale of that wheat. They knew what the crop in this 
country was, they saw that, and what men see has a much greater 
effect than what they hear or read about. They saw the large 
crops coming, saw the prices prevailing for them, and they made 
this attempt from the other side for the purchase of this wheat for 
future delivery at about $1.15 and $1.20 and sold it to the people 
on the other side very early, because they saw wheat was growing. 
They believed that the immense crop in this country would more 
than supply the deficiency on the ot^er side, and consequently they 
made; this attempt and sold this wheat to the other side. Now, 
what was the effect on this market of making these sales ? Just 
nothing at all ; because tho^e men who had sold their wheat had 
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not got it and had to go in the market when the wheat moved and 
buy it, or buy it beforehand from some other man who, like them- 
selves, chose to sell short ; and the very fact they had to buy as 
many bushels as they sold, did not change the price of the com- 
modity one particle from what it would have been if the English- 
men had not sent over orders and Americans had not sold the 
property on this side. 

The price went down on this crop, not because men had sold the 
crop short and wanted it to go down and endeavored to put it down 
for the sake of making a profit on their sale, but it went down 
because the people on. the other side, as the crop progressed further, 
saw it was larger than they supposed it was, and when it came to be 
• harvested that it was larger than they supposed before harvest. ^ Our 
people found out the same thing, that instead of harvesting fifteen 
or sixteen or eighteen bushels to the acre, as was expected, they 
found, when they came to measure out the wheat at the thresher, 
they had twenty-five and even thirty bushels to the acre. People 
on the other side changed their views as to the value of this crop. 
Again, as soon as the wheat matured and came into channels of 
trade, it was rushed over to the other side and accumulated there, 
and their stocks increased ; and while their wants were immense, 
property was going to them in four times the volume wanted from 
week to week and month to month. Their stocks in store were 
continually increasing, and I suppose they have stocks now on the 
other side sufficient to last for three months. 

Now, this depression in the price of products was produced by 
the development of the facts that the crop was so large. It was 
estimated so much near harvest, and again when harvested and still 
again when weighed, when it was found to weigh three or four more 
pounds to the bushel than was expected, consequently as wheat is 
sold by weight the crop figured up more than usual. There has 
been a constant increase in the supposed result of this crop of wheat 
at every stage and that has affected prices, and these sales had no 
more effect in influencing them than if I tried to lift myself by my 
boot straps and expected to overcome the effect of gravity. 

Mb. Brigham : After these gentlemen in Chicago had sold all 
the wheat they wanted to invest in at a certain fixed price, what was 
then the interest of the sellers in Chicago ; was it not to their in- 
terest to put down the price of what they had to buy to deliver ? 
Would it not be to their interest to depress prices if they could ? 

Mr. Bacon : Certainly ; if they could. 
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Mr. Brigham : And they would if they could ? 

Mr. Bacon : Yes, sir. 

Mr. Brigham : And a great number would if they could ? 

Mr. Bacon : If they could ; but a man has no more power to de- 
press prices than he has to go to the moon. It is because at the 
moment a preponderance of speculative sentiment is one way or the 
other. There is a preponderance of buyers one time and another 
of sellers. When sellers preponderate prices decline and vice versa. 
These sellers can^t depress prices, because they are continually 
changing place as they are continually in the market. 

Mr. Brigham: Another question. Some people assume I am 
here with the millers and in their interest. We know what we are 
here for. We want to represent the interests of the farmers. Some 
have represented we are political aspirants. Now, you have as- 
sumed that forty-four per cent, of the population of the country are 
on one side of this question and fifty-six per cent, on the other. Are 
you aware that all the labor organizations of this country have de- 
manded, one and all, this kind of legislation ? 

Mr. Bacon : I am not aware of it ; but what has that to do with 
the question ? People very often have thought that a certain thing 
was to their advantage and afterwards found it was not ; and I 
think when this question has been fully discussed the farmers and 
the laborers will see for themselves that the present order of things 
is altogether for their own interest. 

Thomas A. Wright : Mr. Bacon, in connection with this discus- 
sion as to 'the enormous amount of wheat sold in July and August 
last, is it not a positive fact that the wheat that was sold on these 
Exchanges both in Chicago and St. Louis at about ninety cents a 
bushel by the short seller and to whose interest it was apparently to 
depress the market, these same short sellers were compelled to buy 
that wheat back at from a dollar to a dollar fifteen a bushel, no 
matter what their mterest was ? 

Mr. Bacon : Undoubtedly that was the case. A further point I 
wish to refer to is that this extensive trading in property for future 
delivery is not only as has already been said, an evener of prices, but 
it is also an equalizer of prices in various manners. I consider this 
system of trading the great balance wheel of prices. It is the great 
regulator, the great preventer of excessive and extreme fiuctuations, 
and of frequent fluctuations. I can go back in my own experience 
fifteen or twenty years, and remember, in offering property on the 
market, that after making a sale of one Car or a few cars of wheat to 
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a miller for consnmption^ who was then the only buyer, or to a ship- 
per, I would have to sell other cars of precisely the same quality at 
one, two, three and sometimes five cents less within fifteen minuter 
time, from no reason in the world except that each of these buyers 
for shipment had got all he wanted. His order was filled if he wa& 
a buyer or his stock was full if he was a miller. Either party could 
not be prevailed on to buy any more except at a decline in price,, 
which he considered an inducement, and consequently fluctuationa 
are wide and frequent when trade is confined to those who desire 
property for actual use. And in cases where property is being- 
pressed on the market from day to day and week to week, in excess- 
of requirements, you can readily see that a considerable decline must 
take place before a great volume is marketed, and the effect of thia 
trading is that instead of declines or advances, there are simply 
fluctuations in the market through orders being executed, that frac- 
tions of an eighth or half a cent will enable a man to dispose of any 
quantity of grain of any kind. In former times before this system 
came into practice, it was not an uncommon thing to have to go 
down five cents a bushel in order to repeat a sale that had just been 
made, and to go down day after day one, two and three cents a 
bushel for weeks and weeks at a time. Now, this system of trading 
has done away with that sort of thing and has steadied prices, keeps 
them within a limited range and keeps the fiuctuations limited as to 
their frequency ; hence it is of great advantage to all those who are 
legitimately interested in the trade. 

And not only does it produce that effect, but as I said before, it 
equalizes the various markets of the country. It is of course not 
uncommon for one market to be overstocked. Duluth, for instance,, 
which is at the head of Lake Superior, will become glutted with 
wheat, and if that market is left to itself prices must there decline 
relatively much more than in other markets in l^he country, and 
without this corrective element the farmer who keeps on sending 
his wheat to Duluth must take the decline which is there in conse- 
quence of excessive supply ; but now, how does it work ? The op- 
erator in Chicago sees that Duluth is overstocked or declining in 
consequence of overstock, and he knows that Duluth wheat will be 
wanted. He makes a sale in Chicago of fifty thousand bushels of 
wheat, a short sale in Chicago of fifty thousand bushels of wheat 
and buys in Duluth and holds in Duluth until the market rights 
itself up, when he buys in his short sale in Chicago and sells 
his wheat in Duluth. 
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Another point and then I am done. It is this. Selling " short '* 
is stigmatized as something disreputable and out of character. It 
is stigmatized as gambling. "Now, if any man can tell me what 
difference there is in the actual principle of the transaction^ in the 
selling of property for future delivery, which a man does not own 
at the time he sells it, but makes a contract in good faith expecting 
to possess himself of that property at a profit, and to deliver on 
that contract and in that way fulfill his contract, and in his per- 
forming the reverse operation of buying a given quantity of prop- 
erty, because he thinks it will advance in value, upon which he ex- 
pects to realize a profit at an advance, I should like to have him do 
it. He may be mistaken in one case as in the other ; but the mo- 
tive of the transaction in both cases is precisely the same. 

And why is it not just as honorable, just as legitimate, just as 
upright in its character, for a man to make a sale with the inten. 
tion of obtaining the property and delivering upon that sale, as for 
him to make his purchase first with the intention of subsequently 
selling it and realizing a profit in that way? I fail to see, Mr. Chair- 
man, any immorality, any distinction in the motive that prompts 
the transaction or in the process by which the transaction is carried 
out ; and hence I fail to see any reason why a man who chooses to 
sell before he becomes possessed of the property should be discrim- 
inated against by the laws of this country, and prevented from 
making that transaction which he believes to be to his advantage. 
He alone will have to suffer if he loses, and if he does lose, is it 
the province of government to take him under its tutelage and 
under its paternal care and save him from making a loss by the 
selling of property short, any more than take him under its care 
and tutelage and save him from buying property at one time and 
selling it subsequently and which might result in loss? 

It seems to me, Mr. Chairman, that this idea is altogether wrong, 
that the object sought in the introduction of the bill for the pre- 
vention of selling for future delivery, is altogether wrong, and that 
it cannot be maintained on any principle of equity or public policy. 
. In this connection, I will say further, Mr. Chairman, if I am 
permitted to take up so much time, that the speculative instinct, as 
it might be called, is given to all mankind. It pervades the whole 
growth ; both civilized and uncivilized nations are addicted to it, 
and as nations advance in civilization they devise various methods 
for the indulgement of this speculative instinct. And they will 
continue to do so as long as human nature remains as it is now, and 
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until it is made over in the grand millennium of the future^ when all 
men are expected to be dominated by ideas of good will and love 
and friendship and fellowship for one another, instead of as now, 
where the desire is of gaining something from somebody else, for 
their own advantage and benefit, at the expense of the somebody 
else. 

Now, is there any use in attempting to resist these tides of hu-. 
man nature? If speculation in products is prevented, some other 
means of speculation will be found. Some find it in the Stock 
Exchange, and we hear of vast sales of stocks, more or less ficti- 
tious and illegitimate, characterized as gambling. We have Boards 
of Trade in which this trading for future delivery is carried on, 
and these transactions are characterized as gambling. Remove both 
and something else will be provided. Men will speculate, they 
always have speculated, they always will speculate as long as the 
world continues to exist ; and it seems to me that they should be 
left to themselves. The evil of speculation is like other evils. It 
cures itself as a general thing. Many have to get their experience 
often without profiting by the experience of others ; but neverthe- 
less they find some means of indulging in these things, and if taken 
away in one direction, it will be provided in another. 

If this bill in opposition to trading for future delivery of grain 
is adopted, in ten days the Boards of Trade could frame By-laws for 
transactions in the future delivery of flour or of any other commod- 
ity. Coffee has already beeu taken up, these last few years, and 
other commodities will be taken up ; and whatever means comes 
handiest to men who desire to speculate they will avail themselves 
of. It seems to me it is better to leave that matter to work itself 
out and adjust itself, rather than to attempt by legislation to stamp 
it out, however detrimental it may be to those who engage in it. I 
thank you for your attention, Mr. Chairman. 



Address op Mr, A. 0. Kaymond, of Detroit, delivered before 
THE Sub-Committee of the Judiciary Committee of the 
Senate in Opposition to the Anti-Option Bills, on Mon- 
day, February 22d, 1893. 

I appear here in behalf of the Detroit Board of Trade, of which 
I am a member, and have been for many years, having formerly 
been engaged in the grain business in the City of Detroit, and 
having handled many millions of bushels in all the departments of 
the trade, receiving, shipping, buying, selling and in the specu- 
lative department. I am not, however, in active business now, 
having left the grain business some years ago and entered the pro- 
fession of the law, so I have no personal interest in this matter to 
^protect my income one way or the other ; and, further, lam not re- 
tained by the Board of Trade for any compensation. I speak 
merely as a member connected with the organization, at the re- 
quest of the body, most of whom are my personal friends and 
former associates. 

It has been well remarked by the Chairman of this Sub-Com- 
mittee that this is one of the most difficult and complicated ques- 
tions which has been presented to Congress for many a day. I 
think there is no doubt that no legislation, since the consideration 
of the Interstate Commerce Act, is fraught with greater conse- 
quences than this ; and the effect of which, perhaps, is more diffi- 
cult to understand by those who have never come in contact with 
the actual trading on the Boards of Trade. There are so many 
phases of it, Mr. Chairman, that I hardly know where to begin, 
but I shall try to lay down a few general propositions, and then dis- 
cuss the various phases of the question as they have come up here 
in the hearing up to this time. 

Now for some of the general propositions. This legislation is 
demanded for the following reasons : 

By the farmers, because the present system of trading in " fu- 
tures " unnaturally depresses the price of farm products, and pre- 
vents the legitimate effect of the law of supply and demand. 

By certain milling syndicates and certain packing interests, be- 
cause their profits are diminished as a result of active speculative 
trading in '* futures,'* and the consequent uncertainty of values. 

93 
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The contention of the farmers rests upon the alleged facts : 

First. — That large sales are made of fictitious wheat by those 
who don^t own it, never expect to own or deliver it, and never do 
own or deliver it on their contracts. 

Second. — That the existing Boards of Trade are something in 
the nature of a machinery or method, by which differences are paid 
on these contracts, without any subsequent purchase or delivery of 
the property sold. 

If these alleged facts are illusory and imaginative only and not 
real, then our farmer friends have no reason to advocate the 
bill before you. If, on the other hand, it is true that the present 
system of future trading actually enhances the value of agri- 
cultural products beyond what they would otherwise bring, then 
the farmers should join with us in defeating the bill. 

I oppose the general principles of this bill : 

First. — Because I believe that the last two hypothetical proposi- 
tions are true. 

Second. — Because special legislation in behalf of any class of 
citizens or kind of business is against public policy and wrong. 

Third. — Because the bill, as it reads, would substantially destroy 
all trading in agricultural products for future delivery, and there- 
fore deprive the people of the advantages of a system in use 
throughout the civilized world. 

Fourth. — Because such legislation is entirely beyond the juris- 
diction of the Congress of the United States, unconstitutional, 
subversive of the principles which underlie our Federal form of 
government and a menace to the liberty of every citizen of the 
State. 

Now, our farmer friends, in support of their contention that this 
system of future trading depresses the value of their farm prod- 
ucts, say that this system has reached its present large proportions 
mainly during the last five years, and that the effect of it on*the 
prices of their products has been to diminish them. Now, Mr. 
Chairman, one ounce of fact is worth a pound of theory ; and this 
whole question, this whole contention on the part of the farmers 
rests upon a misapprehension of the facts ; and that proposition. 
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instead of being true, is untrue, and the contrary is the fact. I 
want to introduce here figures showing the yearly average price of 
cash wheat in Chicago for the last five years ; also of corn and 
oats. These figures are compiled by a firm in Chicago which pub- 
lishes a circular or price current which is acknowledged to be an 
authority by the grain trade throughout the country. 

Now, these figures show that in 1887 the average price of cash 
wheat was seventy- five and a half cents per bushel ; in 1888, 90 J 
cents per bushel ; in 1889, 86^ cents per bushel ; in 1890, 89| 
cents per bushel ; in 1891, 97 cents per bushel. The increase on an 
aiverage, then, from the first year to the fifth is 21| cents per 
bushel. Now, without any further argument, Mr. Chairman, that 
must effectually and absolutely dispose of the contention that the 
large development of this system of trading in the last five years 
has depressed prices. It has not ; it has increased them. 

Mr. Brigham : What proportion of the time has it been worth 
97 cents this year ? 

Mr. Kaymond : This is the yearly average price. 

Mr. Brigham : But what proportion of the time ? 

Mr. Raymond : The average. 

Mr. Brigham : If it is up two or three times to $1.14 and all the 
rest of the time down to 80 cents, that is not a fair statement of 
the case. I undertake to say it has not been up to 97 cents ten 
times during the whole of this year. 

Mr. Raymond : I am speaking of 1891. 

Mr. Brigham : Has it averaged that ? 

Mr. Raymond : Yes, sir. Do you deny that ? 

Mr. Brigham : I say that during the twelve months there was 
not eleven months of the time that it reached 97 cents. 

The Chairman : Let me ask a question. How is the average 
price of wheat for the year arrived at ? 

Mr. Raymond : By taking the average for each month. 

The Chairman : How is that arrived at? 

Mr. Washburn : Do you take bushels or price ? 

Mr. Raymond : You take the price of cash wheat each day and 
divide it by the number of trading days, and that gives the average 
for the month. 

The Chairman : And it has no reference to how much there is 
sold ? 

Mr. Raymond ; Not at all. And then, having ascertained the 
monthly average, it is easy enough to obtain the yearly average. 
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Now, corn in 1887 averaged 39| cents ; in 1888, 46| cents ; in 1889, 
Mi cents ; in 1890, 41J cents ; in 1891, 58i cents. Oats averaged 
as follows: In 1887, 26 cents; in ]888, 28^ cents; in 1889, 22^ 
cents ; in 1890, 31 cents ; and in 1891, 38f cents. The three lead- 
ing articles therefore dealt in on the Chicago Board of Trade have 
actually increased in their average value during the last five years. 
Now, right here I wish to make a suggestion, Mr. Chairman, aris- 
ing out of the suggestion of Mr. Brigham. He denies the reliability 
of these figures. He evidently thinks that there is some trick in 
the statement. 

The Chairman : No ; he says that an argument deducted from , 
the average price of wheat is not fair, because though it may have 
been very high during'a few days of the year, that would make the 
average appear to have been the price which the producer would 
realize, when, in fact, if the average is made up from a very 
high price, it carries a false impression about it ; that is his 
theory. 

Mb. Washbubn : I would like Mr. Kaymond to state whether 
the price of wheat has not been steadily downward from the early 
part of the marketing of the present crop ? 

Mb. Raymond : I will come to that. The suggestion I want to 
make is this : that so long as the farmers think there is something 
misleading about this statement, and all other statements for that 
matter, concerning business transactions on these Boards of Trade, 
think that these figures are juggled, think there is some kind of 
conspiracy or scheme by which they are defrauded of their natural 
rights in .their produce, that this committee, or both these commit- 
tees, ought not to think for a moment of making any reports on 
any bill of this important character, without a thorough investiga- 
tion of these facts. 

This Committee and the House Committee, both should be made 
a Joint Committee, to go to New York and Chicago, to call before 
them the speculators and the traders in the various departments, 
put them under oath, call for books and papers, call before them the 
secretaries of these organizations, and see what the truth is. That 
is the essential thing for the committee to learn, what the truth is ; 
and it can^t be learned by a desultory hearing of a few men in the 
City of Washington. That is one of the most important suggestions 
I have to make. The Interstate Commerce Act was only passed 
after such an investigation as this ; and you remember, Mr. Chair- 
man, it was ten years from the inception of that bill until its final 
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passage. Now, the business interests involved in this question, I 
think, are as great as those involved in the Interstate Com- 
merce Act, and should be treated with as great consideration and 
caution. And now, if these facts, turn out to be as I have 
stated they are, our farmer friends don^t want any such legislation 
as this. 

Mb. Bbigham : What I want to bring out is, for instance : take 
the year in which Hutchinson sold Vheat for $2.00 a bushel in 
Chicago, and take the average price of eight, nine and ten months of 
the year at 85 cents. Add the two together and strike an average, 
and of course you will get what is not a fair representation. Now, 
I sold wheat alUthrough the year, and only once during 1891 did I 
get above $1.00. 

Mb. Eaymokd : Now, Mr. Chairman, if the price of wheat has 
been artificially advanced in an attempt to create a corner or in 
creating a corner, that is always confined to one month and does 
not effect prices for the other months. For instance, if May wheat 
is cornered it might go to $2.00 a bushel, but June wheat might not 
be worth over 97 cents at the same time and probably not over 87 
cents, so that this high average can only be effected by a corner for 
one-twelfth of the year. Corners are always the result of over sold 
contracts for a particular month, not for all months ; and there never 
is but one corner in a season in wheat, and for many seasons there 
has been no corner. 

Mb. "Washbubn" : Could there be a corner if there was not this 
over trading ? 

Mb. Kaymond : No, sir. If there was no more property sold 
than had, there could not be a corner ; and the fact is there has 
been no corner in the City of New York for five or six years ; so 
there has been no more stuff sold there than was actually delivered 
during the month. ^ 

Mb. Washbubk : It does not show that. It shows there has 
been no attempt to make a corner. 

. The Chaibmaj^ : Let me ask a question, even though it may dis- 
play my ignorance of practical methods. W^at is the value of the 
wheat crop this year, the average value in millions of bushels, ap- 
proximately ? 

Mb. Saymond : It is about 500,000,000 in round numbers. 

The Chaibhak : Suppose we had no dealing in that class of 
futures called short sales, and suppose some capitalists controlling 
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$100,000,000, should set about buying wheat and holding it, would 
that make a corner or not ? 

Mr. Eatmokd : No, sir. 

The Chaibmai?^ : "What would be the result on price ? 

Me. Raymond : That remains to be seen. The result on price 
might be the same as in 1879. You remember in 1879 the season 
abroad was wet ; their crops were largely destroyed by excessive 
rain. 

The Chairmais^ : You don't get my point. 

Mr. Eaymond : I will come to that in a moment. The crops 
were destroyed by excessive rain, especially in England. Wheat 
started in this country that year at about eighty-fiye cents. Com- 
binations were made in order to purchase wheat on the strength of 
the necessities of the foreign buyer, and they bought millions and 
millions of bushels, and the price went finally in New York as high 
as 11.85 per bushel. But after it passed $1.25 in New York the 
foreigners found other means of meeting their necessities and 
all of these "bulls*' of that year lost their money. That might be 
the effect of just such a deal as you suggest. 

The Chairman : What I want to get at is this : whether if you 
were to stop these short sales it would then be practicable for men 
having a large combination of capital to unduly advance the price 
of wheat ? « 

Mr. Raymond : Yes, sir ; if their capital was extensive enough 
and the combination strong enough, it would not only be possible 
to unduly advance, but possibly to unduly depress the price, by 
simply refraining from buying during the time when the movement 
was very large, and, holding stocks to depress the market by their 
weight, purchase all the grain and control it. 

The Chairman : That is one of the things I want to get at. Now, 
it is said that the effect of short sales is to unduly depress the price 
of these products which are referred to in this bill, at times, and at 
the particular time when the farmer is about to market his crop. 
Now, will that be obviated by this law, or will it still be open to 
other methods of trading to do the same thing ? 

Mr. Raymond : In the first place, it will be open to other meth- 
ods to do the same thing, and in the next place, the assertion is un- 
true. 

The Chairman : Well, admit that it is true for the sake of argu- 
ment. 
Mb. Raymond : And if such a situation as tnis developed no 
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other method, it will develop by the investment of the money of 
great capitalists, who not having an opportunity to insure against 
possible loss by means of this large speculative trading, must pur- 
chase the property at so low a price that all these risks will be cov- 
ered by the low price. So that, in the event of any such combina- 
tion as that, their sole interest would be in making the purchase 
fit a relatively much lower price than our dealers pay under the 
present system. 

The Chaibmak : Suppose anybody undertook to lock up wheat, 
if I may use that expression, for the purpose of advancing its price. 
Can it be practically done ? Is there any place where it can be 
stored and held so as to do it ? 

Mb. Raymond : Probably not very easily ; although if there was 
« combination strong enough, all of the elevators at country sta- 
tions and the terminal elevators at large cities could be filled ; and 
not only that, but those farmers who had granaries could them- 
selves hold the property for the account ti the purchasers. But it 
is extremely doubtful, I think, under the present circumstances, 
whether there is storage capacity enough to hold the great crops 
averaged in this country. Such a combination, for instance, if several 
large syndicates such as are represented by our friend. Senator 
Washburn, should decide to go into an operation of that kind, they 
would probably wait until the volume of the crop had been reduced 
somewhat, so that they could find storage for it. 

Mb. WASHBUBif : Let me ask a question. Supposing any large 
syndicate went in and bought a hundred million bushels of wheat ; 
I can't see how that would possibly depress the market, because the 
markets of the whole world are open to buying the remainder. It 
seems to me the inevitable result would be to increase the price. 

The Chaibman : Of course if they went in to buy, it would in- 
<crease the price. 

Mb. Washbubn" : That does not prevent other people from buy- 
ing the remainder. A syndicate to control wheat by actual purchase 
have got to buy the wheat of the whole world. Now, let me ask. 
Has any great disturbance of ^^ bull " or " bear " movement ever 
occurred over articles that are not traded in, in this way, on the 
Boards of Trade? For instance; butter, cheese, iron, steel, etc., 
has there ever any disastrous result grown out of the sale or pur- 
chase of these articles in any way ? 

Mb. Kaymoi^^d : Why certainly. 

The Ohaibhak : Iron went up in 1883 or so from an average of 
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120.00 a ton to nearly $60.00 a ton. Do yon know how that oc- 
curred, and why? 

Mb. Washburn : I can tell yon if he can^t. 

Mb. Rayhgi^d : I donH know the causes which operated to cause 
this particular advance in iron ; but the question of the Senator 
was this : whether any disastrous results have followed, and I have 
to say, yes. The Senator knows perfectly well that some of the most 
disastrous results in the business world have followed from oyer 
trade in the prices of real estate. He knows that disturbances 
arise from speculation in all articles ; they are arising continually. 

Mb. Washbub]^ : I will then say, as to the advance in iron, that 
it was because the rolling mills did not have sufficient capacity to 
supply the demand. The building of railroads that year was so 
enormous that the rolling mills could not furnish rails fast enough. 
It was the law of supply and demand in a normal condition. 

Mb. Baymokd : And that same law resulted subsequently, as you 
will remember, in great depression. When the boom spent its 
force in iron, the furnaces were shut up, shipments of ore ceased, 
and great commercial distress prevailed. 

The Ghaibma:n^ : That brings us back to the question as to 
whether this system of short selling, as it is called, makes greater 
fluctuations in price than would occur without it ? 

Mb. Baymo:n^d : Under the present system fluctuations are more 
frequent, no doubt about that ; fluctuations occurring every hour 
probably, on great Boards of Trade, but the fluctuations on the 
whole are not near so wide. They are up or down, and conse- 
quently the business interests of the country are better conserved by 
keeping the fluctuations within a narrow limit, although more fre- 
quent than if we were subject to the destructive results following 
from very high or very low prices unregulated. 

The Ohaibmak : Admitted that a pure wagering contract is 
against public policy ; still you think they have done much to pre- 
vent wide fluctuations, and you would therefore tolerate them for 
the good they did. 

Mb. Baymond : No, sir. *The difficulty is as to what these con- 
tracts are, as to the understanding of what they are. I deny that 
the selling of futures are wagering contracts. 

The Chaibman : Do you speak of futures in the sense this bill 
speaks of them, or do you 

Mb. Baymois^d : I speak of them in the sense in which the bill 
speaks of them, and I say that such contracts — mind, I am not 
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epeakiiig of ''options/^ but ^* futures^' — are not wagering contracts, 
and that wagering contracts are not made on any Board of the 
United States. 

Mr. Washburh' : Now, when a contract is made to sell a million 
bushels of wheat, and there is no expectation on the part of the 
«eller or buyer that that wheat will ever be deliyered, and is never 
"delivered, do you consider that a wager or not ? 

Mr. Raymokd : I consider that a wager. No such contracts 
:are made on any Exchange in the United States. That is a matter 
of fact. 

Mr. Washburn • Do you mean to say . that nine-tenths of the 
•contracts for sale for future delivery on the Board of Trade in 
•Chicago are not precisely of that character ? 

Mr. Eaymond: I say not one of them is of that character. 

Mr. Washburn^ : Well, this is the most extraordinary exhibi- 
rtion of oredulty I ever witnessed. . 

The Chairmai?^ : Explain yourself and tell the Committee why. 
-Give us an illustration. You are a member of a Board of Trade, 

Mr. Raymond : I was formerly, but am not now. 

The Chairman : Now suppose you thought it would be a good 
opportunity for you to go and sell a million bushels of wheat, and 
joij did so, your intention being that if it goes lower the  man will 
pay you the difference. Now is not that a pure wagering contract ? 

Mr. Raymond : Yes sir; but I re-assert that no such contract 
•can be made on any Board of the United States, so that this sup- 
posititious sale could never be made. 

The Chairman : Why not? 

Mr. Raymond : Because if I go on any Board of Trade to sell 
for future delivery I make a written contract for that property to 
be delivered within a designated period. I sign that contract and 
^et in exchange from the buyer a written contract agreeing to re- 
'Ceive and pay for that property within a designated period. 

Mr. Washburn : Oh, we understand the forms are all right. 

Mr. Raymond : Now, I assert as a fact, there is no machinery 
provided in any Board of Trade in the United States, with the 
.single exception when a corner occurs, which I will explain latet, 
by which I can relieve myself of that contract to deliver, except by 
subsequent purchase. Now if that is true, if I am stating facts 
here and not theory, then these gentlemen who come up here rep- 
resenting the agricultural community are after something they 
«don^t want. 
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The Ghaibmak : Let me ask a question. Admitting that i» 
true and that the purchaser can compel you to deliver that wheat 
and you can compel him to take it ; is it not practically true that 
in a very large proportion of cases this is never done, but the dif- 
ference settled between you, that is, the balance one way or the- 
other ? 

Mr. Katmond : Now, Mr. Chairman, if you will excuse me, I 
don't want to appear offensive, but you use an • expression there i 
^' Settled by means of difference.'* What do you mean by that? 

The Chairman : I^ am trying to get light on this subject. 

Mr. Kaymond : I say there is no such thing. 

The Chairman : Being somewhat uninformed ; but what I 
mean is this : that the man who purchases would call upon you 
for the delivery and you say, when you come to the point where^ 
you are obliged to close out the contract : *^ I will not deliver, but 
will pay you the difference between the price on the day on which 
I sold and the price to-day ;" and there would be no actual deliv- 
ery of wheat. 

Mr. Kaymond : I say no such transaction occurs on Boards in 
the United States. Now I will tell you what is done. I sell 
that property say to Senator Washburn, to be delivered in May. 
Before May 31st I purchase that same property of somebody. . If 
Mr. Washburn has not sold that property to somebody else the- 
party of whom I subsequently purchased it delivers it to Mr. Wash- 
burn for my account. 

Mb. Brigham : The actual wheat ? 

Mr. Raymond : The grain receipts on the 31st day of May. 

Mr. Brigham : What per cent, of the wheat is actually delivered ? 

Mr. Raymond : All that is sold. 

Mr. Brigham : About two per cent, is delivered according to- 
Mr. Norton. 

Mr. Raymond : Don't misunderstand Mr. Norton ; he did not- 
say that. What he said was this, if anything. 

Mr. Brigham : I think he meant to tell the truth. 

Mr. Raymond : The trouble is in discussing a question of this 
kind that gentlemen put their own uninformed interpretation upon 
expressions instead of putting upon them the interpretations 
meant by the party using the expression. What Mr. Norton; 
meant was this : that 2^ per cent, of the property reported in the 
number of transfers is delivered on the whole. That is what he 
meant and that is what is the fact. Now that is a very different 
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thing from the impression my friend would give^ that not more 
than two per cent, was delivered. 

Mb. Bbigham : Do you think if all the short sellers to-day were 
required to deliver all the contracts called f or^ it would be possible 
to do it ? 

Mr. Raymokd : If there is wheat enough in the country, it would. 

Mb. Bbigham : But is there enough ? 

Mr. Raymond : Certainly there is. 

The Chaibman : Is this the distinction you make between the 
actual delivery of wheat and the constructive delivery of wheat ? 

Mb. Ratmoi^^d : Well, if you will permit me to make another 
statement : Suppose, Senator Piatt, you sell that million bushels of 
wheat to Mr. Washburn. You subsequently purchase that of me, 
and we are the only parties in the transaction. When delivery 
time comes I must fulfill my contract. Tou don^t ask me to do it ; 
I must do it ; but instead of going to you with a million bushels 
of wheat represented by elevator receipts, tendering them to you 
and getting your certified check for it, and your clerk taking these 
receipts and figuring storage and charges, etc., and making out a 
new bill to Mr. Washburn and turning it over to Mr. Washburn at 
the price you sold him for : if, instead of doing that, you say to me, 
Mr. Raymond, won't you deliver that wheat to Senator Washburn 
at the price I sold him, and we will adjust between ourselves the 
difference on the contract. Is not that an actual delivery of the 
property by the seller to the final purchaser just as much as if it 
passed through your hands before it reached Senator Washburn ? 

Mb. Washbubn : In that case there is no actual wheat delivered 
to anybody. 

Mb. Raymond : Now, Mr. Chairman, why does Senator Wash* 
burn assert that ? I deny that absolutely and say all these con- 
tracts are delivered that way. Now, if I am stating an untruth, I 
say there is a greater need for this Committee, or a Joint Commit- 
tee, to go to these places and investigate. Bring men before you 
and put them under oath. Bring Mr. Pardridge and Mr. Schwartz, 
etc., before you and say : Gentlemen, do you deliver this property, 
do you subsequently purchase all this property and make delivery, 
either yourself or somebody else for your account? Now, if this is 
true, there is not any standing for our farmer friends in this 
matter. Now, our miller friends stand on a different basis, and I 
will explain by and by why they are here ; but I am speaking of 
the farmers now. 
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Mb. Ohaibman : Are these contracts negotiated ? Do you pass 
them from hand to hand^ the contracts^ a form of which has been 
presented here? 

Mb. Eaymond : No, not the original contracts ; they are not 
passed from hand to hand, but new contracts are made. For 
instance, suppose in the illustration given a moment ago, you sell 
Mr. Washburn wheat and make a written contract, " in consider- 
ation of $1, etc."; he gives you a contract also. Now then, sup- 
pose you come to me to buy the wheat, you don't turn over to 
me that contract you have with Mr. Washburn ; you get a contract 
from me to yourself, and I get one from you to buy the same as 
you and Mr. Washburn did. You don't endorse this contract of 
mine and turn it over to Mr. Washburn before the contract matures, 
except in a certain case. 

Now I will give you a case. Suppose you bought wheat of me ; 
you have sold to Mr. Washburn and have no further interest in 
the contract so far as prpfits or losses are concerned ; Now 
then, we will suppose this is a contract for May wheat, which 
does not mature before five months hence. You are responsi- 
ble to me for the changes in the market. Suppose you had 
bought that wheat at $1, and you have sold for $1.01. Now 
as between you and me, if the wheat goes down to 90c. you 
are obliged to deposit a margin in the hands of the Secretary 
of the Board of Trade to protect me. On a million bushels of 
wheat that would be 1100,000, as between you and me. Or 
suppose that you have sold it to Mr. Washburn at $1.01 and 
it has gone up to $1.11. Now you have to deposit with the 
Secretary of the Board of Trade $100,000 on a million bushels 
of wheat to secure that contract with Mr. Washburn. Still all the 
real interest you have in it is $1,000, or one cent a bushel. Now, if 
Mr. Washburn says to you, Mr. Piatt, have you got that wheat 
bought? If so, there is no need of keeping up $100,000 in margins 
if you have and can turn over to him the contract of a perfectly 
responsible party. And you say, "Yes, I have that wheat bought 
of Mr. Raymond and will turn his contract over to you." All Mr. 
Washburn wants is the wheat he bought. He then cancels his con- 
tract with you, paying you the cent a bushel profit you have made ; 
because he then takes my contract giving him the wheat at $1 a 
bushel and looks to me to keep up the margins, if he does not con- 
sider me responsible. In such a case as that, as a matter of con- 
I venience, in order to let out the party who has no further interest 
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in the profits or losses, but who is responsible to the buyer or seller 
for fluctuations, then these contracts are sometimes transferred in 
that way before maturity. 

Mr. Chaibmak : What do you call " cash ^^ wheat? 

Mr. Katmond : ^^ Cash " wheat is wheat delivered on the day 
in which it is purchased. The rules of the Board of Trade in 
Detroit are, it I mistake not, that the hour within which '^ cash " 
wheat must be delivered is half-past two in the afternoon. Now 
then, if I go on the Board of Trade and buy of you, as receiver 
from the country or owner in any way of ten cars of wheat, that 
means you are to deliver to me, befor* half -past two, elevator re- 
ceipts representing ten cars of wheat in store endorsed to me by you. 
Now then, if thirty-one minutes after two you come into my office 
and tender me these receipts, and for any reason I then don't want 
the wheat, if I am dishonest for instance, although it is a rare 
occurrence on the Board of Trade, but if I should choose to assert 
my right I could refuse to take the wheat at thirty-one minutes past 
two o^clock. That is ^^ cash " wheat. 

The Chairma]^ : What amount of wheat can be on storage in 
Chicago at one time ? 

Mr. Raymokd : I heard one gentleman say the storage capacity 
of Chicago was about thirteen million bushels. 

The Chairman : Now, may it not often happen on the last day 
of May that there are contracts outstanding for delivery of much 
more than thirteen million bushels? 

Mr. Raymond : If there are it is a corner ; but it very seldom 
lappens. 

The Chairman : All along through the month then there would 
not be more contracts than could be evened up as it comes along to 
the close of the month. 

Mr. Eatmond : Yes, sir. Every sale implies and requires a sub- 
sequent or a previous purchase. That is fundamental in under- 
standing the question. Every sale requires a previous or a subse- 
quent purchase. 

The Chairman : Not necessarily from the man who sold it but 
from somebody who agrees to deliver it, and somebody who does 
deliver it when the month closes. 

Mr. Eaymond : Now, I want to repeat that point which Senator 
Washburn raised ; that if it is true as a matter of fact that there 
has been no corner in the New York market for seven or eight 
years, or in the Chicago market for three or four years, then it is 
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true that every short sale made on these markets for every months 
has been cancelled by purchase. 

Mr. Washburk : But not by delivery. 

Me. Raymond: Now, cannot gentlemen see the difference? Sup- 
pose Mr. Washburn owes me $5,000 worth of wheat and I owe him 
$4,000 worth of wheat. Now, if he pays me $1,000, is not that just 
as much delivery of wheat as if I took elevator receipts, billed them 
to Mr. Washburn at $5,000, and he bills them back to me at 
$4,000? 

Mr. Washburk : So far as the general result of the settlement 
is concerned it does. Now, let me ask a question. There was- 
handled in the City of Chicago only 14,000,000 bushels of wheat 
during the entire year ; there were days there when there were 
44,000,000 bushels of wheat sold for future delivery. Now, do you 
really mean to state to this committee that you believe it was the 
intent of these parties that sold this 44,000,000 bushels of wheat, to* 
actually deliver the actual stuff? Do you believe that.? 

Mr. Eaymond : I assert just that, that not only it was intended 
but they actually did do it. 

Mr. Washburn : The actual wheat was turned out ? The elevator 
receipts turned over ? 

Mr. Raymond : Yes, sir. 

Mr. Washburn : Well, this certainly is credulity. 

Mr. Raymond : Understand me, the ultimate purchaser of that 
44,000,000 bushels of wheat, if there was any ultimate purchaser^ 
which there was not, but if there was and he had not sold it, re- 
ceived every pound of that wheat at the end of the contract. Now, 
there was not any ultimate purchaser any of the time. 

Mr. Washburn : Of course not. It means simply that 5,000,000 
bushels of wheat were sold between the original owner and the 
ultimate purchaser eight times. Now, another thing. Do you 
state that these contracts 

Mr. Raymond : One moment, let me go a little further. Every 
business man knows that the monetary transactions carried on be- 
tween banks and merchants *of the country, of the large cities of 
this country, every day, figure up an amount of money largely 
in excess of the amount of circulating medium in those cities. 
Everybody knows that. Now, how is it that 40,000,000 dollars, or 
for illustration say 44,000,000 dollars, to carry out the figure of 
Senator Washburn, of mercantile transactions, are settled between 
the banks of New York every day, and are settled for 4,000,000 
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dollars of actual money P And would you say that these transac* 
tions in the City of New York between banks were fictitious, that 
they did not exist, that there was no merchandise back of them, 
no money back of them, because 4,000,000 dollars settled the 
44,000,000 dollars of transactions ? That is precisely the way in 
dealing with grain in the Boards of Trade. 

Mr. Washbubkt : Suppose they don't look to this clearing house 
arrangment ; all the banks have money on hand to meet their in- 
debtedness. 

Mb. Eaymond : No, sir ; all of these banks do not have money to 
meet these negotiations. 

Me. Washburk : Well, that is a matter for the bank inspector 
to look into, then. 

Mb. Baymond : No, sir ; because engagements are met, not only 
by money had in the vaults but by credit had in the hands of banks 
who have negotiations with merchants and each other ; and these 
credits are just the same to them as currency actually in the vaults* 

Mb. Washbubn : But these credits all represent actual money 
which can be had ; and these arrangements do not represent actual 
wheat, never could be had if demanded. Now, let me ask this ques- 
tion. These contracts for sale and delivery are all made in due 
form, all right on their face ; but supposing that I sell for future 
delivery an amount of wheat and when the time comes it has either 
declined or advanced, what would be the measure of damages, sup- 
posing I declined to deliver that wheat ; what would be the 
measure of damages I would be subject to ? 

Mb. Raymond : Just what it would cost me to replace that 
wheat which you could not deliver on that day. 

Mb. Washbubn : So that this settlement forces itself in a nat- 
ural way. When you come around I can't deliver my wheat* 
What am I going to do ? I am going to pay damages. 

Mb.. Raymond : No, sir. No man ever goes to a merchant on the 
Board of Trade with any such proposition unless he is insolvent ; 
and the moment he comes with such a proposition that moment he 
is bankrupt on that Board of Trade. 

Me. Washbuen : It is not a question of bankruptcy, because 
these options are all protected by margins ; and when I fail to re- 
spond then I am liable under the law to pay the difference of what 
wheat is on the last day of May. 

Mr. RalYMOND : No, sir. You are liable under the law to pay 
what it costs to replace your contracts. 
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Mb. Washburn^ : That would be the price that it is then. 

Mb. Raymokd : Wheat may be worth a dozen different prices. 

The Chairmak : Mr. Raymond, there is no Board of Trade in 
Washington. Now, suppose I have got 10,000 bbls. of flour in the 
City of Washington and nobody else has got any. I have got it in 
my storehouse in Washington. Do you contend there can be a trade 
in the City of Washington between different individuals of 100,000 
bbls. of flour for the month of May and that flour remain in my 
storehouse all the while, and be delivered from one individual to 
another over and over again until it amounts to 100,000 bbls ? 

Mb. Raymond : Yes, sir ; or 500,000 bbls. Why not? 

The Chaibmajs" : That is what you mean ; it is in my storehouse, 
but it is delivered by individuals who have it not. 

Mb. Ratmokd : If you deliver 10,000 bbls. to Mr. Washburn and 
he delivers it to me, and I having sold it deliver it to 500 other 
dealers, what is to prevent dealing in this manner ? Yet there is 
only 10,000 bbls. of flour ; the ultimate purchaser and the original 
seller are the parties who own at the beginning and end of the 
transaction. And so it is with the Boards of Trade. The original 
seller and the last buyer are the ones who own the actual property 
and all the intermediate transactions are based upon that actual 
property so owned. Now, what difference does it make, Mr. Chair- 
man, whether, if I sell a million bushels of wheat in the month of 
April for May delivery, I actually have it in my possession, in my 
storehouse, at the time I sold it, or whether, twenty days after- 
wards, I purchase that wheat of Mr. Washburn and he has it in his 
warehouse and delivers it to you for my account, or whether I have 
it in the first place and deliver it to him ? 

Mb. Washbubn : The difference is just this : there will be only 
the actual amount of stuff handled which exists. 

Mb. Raymond : There might be 200,000,000 bushels of wheat 
sold and only 100,000,000 owned and delivered ; but what effect 
does it have on the legitimacy of that business, that Mr. Washburn 
resells and it is resold again and again? The ultimate purchaser 
^ets one hundred million bushels, passing through intermediate 
sellers. 

Suppose I make a contract to build a house. There is in that 
oontract for me as a builder $1,000. I have not made my sub-con- 
tracts with my brick masons, carpenters, gasfltters and all other 
artisans who are going to assist me in building the house, but I 
estimate I can make $1,000 out of it, and have contracted in view 
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of that to furnisli the house within a specified time. Haven't I the 
right to transfer the contract, if Mr. Washburn, another builder, 
comes to me and says : " Here, I will give you $1,100 for that con- 
tract/' He thinks he can build that house and make $100 advance 
on it ; and I transfer the contract. Some other builder thinks he 
can work a little cheaper, he is slack of work and don't want to 
discharge his hands and shut up shop, or for any reason whatever ; 
he comes to Mr. Washburn and says : ^^I will give you $1,200 for 
that contract," and Mr. Washburn transfers it to him. Is there any- 
thing illegitimate about that? Are there three houses built ? No, sir. 
Mr. Brigham : Did you ever hear of a transaction of that kind ? 
Mr. Raymond : Certainly ; contracts for all sorts of things are 
engaged in and transferred every day in the year. 

The Ohairmajs" : How do you think a Board of Trade would be 
regarded in this city, established for the purpose of dealing in con- 
tracts for the erection of buildings? Would that be considered a& 
good, sound, legitimate business ? 

Mr. Raymond : Yes, sir, on one condition : that all the houses 
graded alike. 
Mr. Washburn : Your analogy breaks right there, 
Mr. Raymond : The analogy is the method of doing business,, 
which is just as legitimate in the one case as in the other. The man 
who negotiates that contract or sub-lets it, does it in accordance 
with the specifications of the original contract. Now the only rea- 
son houses are not dealt with in this way, is because every house 
differs from every other house ; but coffee, cotton, wheat, pork, 
lard and those articles which can be graded and stored in large 
quantities and are easily available for delivery, are bought and sold 
for future delivery and are speculative articles. Real estate would 
be sold in the same way if you could grade it. 

The Chairman : We are sorry to have broken in on your argu- 
ment, Mr. Raymond. You laid down certain propositions which 
you desired to elaborate. Please do so. 

Mr. Raymond : Now then, as to claim first, the farmers' con- 
tention that the average price of wheat has been reduced during the 
last five years by this large dealing in futures, it is untrue ; and I 
furnished the figures to show the verity of my statement. Until 
they can disprove that, there is no reason in existence for the pass- 
age of this bill. 

Mr. Brigham : I want to state that the farmers have made no 
such claim. 
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Mb. Eaymokd : What do they want legislation for ? 

Mb. Bbioham : They claim, and believe it possible for the specu- 
lators to put down the price for. days at a time, which covers the 
time when the farmers sell their products. 

Mb. Kaymokd : That is the next point I am coming to. Now, 
Col. Brigham says the trouble is that this depression in price occurs 
when the farmers are obliged to move their crops and that is the 
reason they ask for this legislation. 

Mb. Bbigham : That is not quite it, but something like that. Go 
ahead. 

Mb. Kaymokd : Now, Mr^ Chairman, I will show that that prop- 
osition is just as untrue as the other. Now, when do farmers move 
their property largely ? After harvest and during the Fall and 
early Winter months. There is no doubt about that. During the 
months of August, September, October, November and December, 
we will say. Now then, Mr. Brigham said here Friday that his 
proposition was sustained by the course of prices during this sea- 
son ; namely : that the speculators depress prices when the farmer 
is moving the bulk of his crop, and that the advance came after- 
wards ; and that this year was an illustration of it. Now, Mr. 
Chairman, I have compiled here the prices of wheat each month 
from July last to February 18th. The opening price the first day 
of the month, the highest price reached during the month, the lowest 
price reached during the month, and the closing price. And I assert 
right here that the exact contrary of what Mr. Brigham claims is a 
fact. Now then, in the month of July, December wheat, which 
was then the speculative month (they hadn't begun to trade much in 
May wheat in July, so I use December wheat) opened at 89^ cents, 
it reached 92 cents, it touched for the lowest price 85| cents on July 
15th, and it closed at 90i cents. Now, in August they began to 
trade in May wheat. The opening price in August was 95 cents the 
first day for May wheat, on August 17th, it was $i.l6J, the lowest 
price in August was the opening price of 95 cents, it closed at $1.10^. 
Now August is the month of the largest delivery of Winter wheat all 
over this country. Everybody knows that who knows anything 
about this business. So that the theory don't hold good in August 
worth a cent. The highest point reached the whole year so far was 
in August on the 17th day, when all these "professional sluggers'' 
and " short sellers," who are " selling what they don't own," were 
** pounding down the market" so that they could "get possession 
of the market and by and by put it up." 
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Mr. Brigham : Follow it right along. 

Mb. Kaymokd : Now, in September, May wheat opened at $1.07, 
reached $1.08 the same day, which was the highest point reached in 
the month, touched $1.02 on September 10th and closed at $1.04f 
on the thirtieth day, Now, bear in mind it is still 9^ cents higher 
than it was on the 1st day of August with the months of August 
and September delivery coming on the market. This is May 
nrheat I am talking about. 

Mr. Brioham : Give the price of cash wheat. 

Mr. Raymond : The price of cash wieat bears a steady relation 
to the price of May wheat. Now, in October May wheat opened on 
the first day at $1.04, it reached the highest price on the ninth day 
♦1.06^, touched the lowest price on the 28th at 99J, it closed on the 
31st day at $1.02; still 7 cents higher than it was on the Ist day 
of August and the best three months in the year when the farmers' 
deliveries were ordinarily equal to half the whole crop of the year. 
€ol. Brigham does not deny that. He knows that as a matter of 
fact. Now then, on November 1st wheat opened at $1.01^, reached 
the highest point November 6th, at $1.04|, lowest point November 
30th, 98i^ and closed at that price. Still 3i cents above the 1st 
day of August, with four months of the heaviest deliveries of the 
year. 

Mr. Washburn : You are mistaken about that, about the heav- 
iest delivery. 

Mr. Raymond : When are the heaviest deliveries ? 

Mr. Washburn : October, November and December. 

Mr. Eaymond : Well, we have got to the end of November. 
The Winter wheat deliveries are in August and September. 

Mr. Brigham : Not the heaviest. 

Mr. Raymond : Well, we have got to the end of November. 
We have got the best four months of the year. Winter and Spring 
wheat together, and the prices don't yet come as low as the 1st 
day of August. Now take December, it opened at 98f cents, 
reached the highest point on the 8th day, 99J cents, and closed on 
the 31st day at 96^ cents ; still 1^ cents higher with five months 
of delivery. In January it opened at 95^ cents, touched high 
point that day ; the lowest point was on the 15th, 89^ cents, and 
it closed at 90i cents. Now for the first time has the price of 
wheat gone under the price it was before the crop movement began. 
Now I have got the prices up to February 18th. In February it 
opened at 90} cents, touched 88^ cents, that was when the gentle- 
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men on the Boards of Trade thought this bill was quite certain 
to pass the Congress of the United States ; and it is now again up 
to 94J cents on the 18th day of February ; i cent less than the 
first of August with 6^ months of the heaviest deliveries in the year. 
Now if that is not a demonstration, absolute^ indisputable, that 
the theory of the farmers is entirely wrong, I don^t know how 
to make one. 

Now it is true, Mr. Chairman, that the general average price of 
wheat in this country is lower than it was previous to 1879. I 
think that is true. I have shown that during the last five years, 
and during this year, which is the prize ox of our friends, their 
theories are not true. The depression since 1879 is due to natural 
causes entirely independent of this so called short selling and in 
no way affected by it. The resumption of specie payment in 1879- 
placed the face values of market products on a gold basis. The- 
opening of the Suez Canal by which India wheat was put as near 
Queen stown by steam as New York is by sail ; before that it- 
was three or four times as far away in point of time. The devel- 
opment of wheat growing in India and the facilities for moving it. 
The English government, it is well known, has spent in India in 
the last ten years at least $750,000,000 in developing the railroad 
system of India, bringing to the seaboard at low cost the large- 
wheat crop which India produces, and which on an average is not 
very much less than our wheat crop although a smaller proportion 
of the whole crop is exported than from the United States. The 
production of India does not fall very much below the average of 
the United States, if I am correctly informed. It is said to be 
about 350,000,000 bushels and our average crop runs 400,000,000' 
bushels. 

Mb. Brigham : How much does she export ? 

Mr. Kaymokd : I can't give you the figures, but I do know it 
frequently happens there is more wheat on passage to the markets- 
of Great Britain and Ireland from India, than from the United 
States. 

Mr. Brigham : Can you give an idea? Does it ever reach 40,- 
000,000 bushels per year ? 

Mr. Kaymond ; I think pretty close to that ; and it has grown 
from nothing, comparatively little previous to 1879, to as high ar 
40,000,000 bushels. 

Mr. Washburk : Has it grown within the last five years? 

Mr. Eaymond : I think not, because the average price of wheat- 
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has increased during the last five years, which only confirms my 
theory. I think they have had some rather poor crops in India 
and their exports are not quite so large, but the possibility is there. 
Now in 1879 the speculators of this country took possession of the 
wheat crops of the United States. They wanted to compel Eng- 
land, who is the principal consumer, to purchase at high prices of 
value. 

The Chaiemak : Is that before the dealing in futures ? 

Mr. Raymond : No, sir. That is when dealing in futures was 
in existence. England saw in 1879 that if she was to be dependent 
upon the United States for breadstuffs, be at the mercy of the 
United States, whenever b^d crops rendered her supply short, that 
her subjects would have to pay enormous prices for her food ; and 
from that very hour she began to develop the Indian wheat crop. 
That is one of the great causes of the failure. And then there 
is another, which perhaps Senator Piatt will not agree with me 
on, and that is the tariff question. The facilities afforded England 
for the marketing of her own goods in exchange for agricultural 
products has tended to develop the amount of wheat exported 
from other powers of the world. 

The Chairman : Do you think we could still beat India if there 
was no tariff ? 

Mr. Raymond : I did not make any proposition which involved 
that. But if England can sell her goods in India and get a return 
cargo of agricultural product, making cargo both ways, that is a 
more profitable business than where she sends vessels to this coast 
in ballast and takes cargo back. That is the idea. 

Mr. Brigham : Does not she export here more than to India, 
and increase all the time ? 

Mr. Raymond : Possibly ; but she does not take back freight so 
much as security. Railroad stocks, bonds, etc. Now my propo- 
sition is this, Mr. Chairman, that our friends the farmers are labor- 
ing under a misapprehension of the facts and that the facts are 
what should be brought out, both to their knowledge and to the 
knowledge of the committee by an extensive and careful investiga- 
tion, on the ground of all these transactions. I never saw a more 
deplorable exhibition of ignorance of the facts underlying this 
business than was exhibited by Dr. McCune in the House Commit- 
tee room in speaking of the cotton trade : that these Boards of 
Trade *' horned off " the mills until they got the cotton ; proceed- 
ing on the theory that the Board of Trade as an organization does 
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something that interferes with the natural laws of trade. The 
idea that a Board of Trade can preyenjb anybody from baying any- 
thing is simply past comprehension. If I should say to Dr. Mc- 
Oune or to these other farmers that they dug apples out of the 
ground and picked potatoes from trees^ I could not make a statement 
more absurd than that statement of Dr. McCune. I merely refer to 
that for this purpose. Our farmer friends must believe somebody, 
and the basis of their theory concerning the operations of the 
Boards of Trade are the statements of just such ill informed men as 
Dr. MeCune. I believe that Mr. Brigham here is thoroughly hon- 
est. He wants to ascertain the truth ; and if he finds that Dr. 
McCune or Col. Pope, or any other gentleman, is deceiving him, he 
won't hesitate to denounce their theories ; and that is why I believe 
in the theory of complete investigation of the facts. 

Mb. Bbigham : Don't you think the buyer of the actual wheat is 
somewhat deterred by the feeling, that is, from the fear that they 
will depress prices ? 

Mr. Baymokd : It depends on himself. 

Mb. Bbigham : If I had to market ; I know that was the case in 
selling my own crop. I sold to millers and they said, ^' we are 
Afraid of the manipulations of the Chicago Board.'' 

Mb. Raymond : There is no doubt that large offerings on the , 
Board of Trade tend to depress prices and frighten buyers ; neither 
is there any other doubt that large buying on the Boards of Trade 
of the United States tends to increase prices and frighten short 
sellers. The one has just as much effect as the other. 

The Chaibman : Now, suppose we understand we won't ask Mr. 
Raymond any more questions, because I want to get through pretty 
soon. Mr. Raymond, you laid down certain propositions. 

Mb. RAYMOiirD : Now, Mr. Chairman, before I come to the last 
proposition I want to say this : I think I have succeeded in showing 
that the farmer's side of this question is mistaken in the facts, and 
that the passage of such a law would injurerather that relieve them. 
Now, if I have established that proposition these farmer friends are 
out of the race, 

I can understand very readily why the existence of the present 
system interferes with the miller and pork packer ; why he wants 
this system abolished. He don't want the brightest, smartest, 
keenest, most alert body of merchants in the United States, watch- 
ing every influence that is to affect prices, intercept him in selling 
when the market will decline. They don't want these brokers, who 
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by means of the intelligence which they obtain from all quarters of 
the world and discount by either buying or selling agricultural pro- 
ducts^ to instantly inform the farmers of the causes that are affect- 
ing values. Mr. Pillsbury donH want to be prevented, on the receipt 
of certain news from his foreign correspondent likely to affect the 
price of wheat upwards, from taking advantage of that information 
and telegraphing to his three hundred elevators to purchase all the 
wheat they can buy of the farmers at a shade over the present 
market, by some broker who has got the information as quick as he 
and in one minute has advanced the price ; and that is flashed all 
over the country. 

Mr. Washburn : Why can^t he buy the wheat just as well as Mr. 
Pillsbury ? 

Mr. Raymomd : He does buy the wheat and stands there as the 
picket guard to warn the farmer of every change that occurs in every 
quarter of the globe likely to affect values ; and he does it by pur- 
chasing and selling on the market. And this prevents Mr. Pills- 
bury from getting the advantage of the information which he other- 
wise would have at the expense of the farmer. 

Mr. Washburis" : Would not the price of actual wheat be the 
quotation on the Chicago Board of Trade just the same as now pre- 
cisely ? 

Mr. Kaymond : No, nothing like it ; and if you drive off the 
Boards of Trade, the bright minded speculators who expend thous- 
ands and hundreds of thousands of dollars for information from 
«very quarter of the globe, every twenty-four hours, drive them out 
of the way, it can be plainly seen how the great milling syndicates 
could manage their business with wider profits. When Mr. Pills- 
bury was asked, would not this system diminish the profits of millers, 
he said yes. Then, Mr. Chairman, he canH increase the profits of 
the miliar except by widening the margin on the business they do, 
and making a greater difference between the price of wheat and 
flour ; and he can't make it unless the competition which holds over 
wheat and flour is removed. That is a plain proposition. There is 
no question about it. These gentlemen are here legitimately enough. 
If I could get the United States to make a law which would put into 
my pocket millions and millions of dollars that would not happen 
in open competition, I would favor it. But the question is has the 
legislature of the government any right, or any State the right, to 
put money into the pockets of millers any more than into the pockets 
of farmers, bakers, butchers, etc.? 
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And so with our pork packing friends. They don^t want to have 
the price of hogs advanced on them by these quick minded brokers 
in possession of information as quick as they^ and who flash it to 
the whole country by the advance in price, before they can buy hogs 
to fill the contracts they have made. Neither do they, if they have 
bought a lot of hogs, want the market to decline under the influence 
of news coming from all quarters of the earth to these lively brokers^ 
and which is reflected by the decline in price. Not so. He wants 
to place his property before it can decline. He wants to buy before 
there is an advance ; and this army of bright minded young men all 
over this country stand between himself and the farmers to prevent 
that very thing. 

Now only one other proposition. That is this. That even if 
this system of trading has the evil result attributed to it, the Con- 
gress of the United States has no more right to legislate on this 
question than it has on the question of prohibition in the States, 
What right has the Congress of the United States under the guise 
of a revenue law to regulate the business of particular citizens of 
the State of Michigan or any other State ? Mr. Chairman, I am 
glad to know that the proposition for this legislation comes before 
the Senate Committee on Judiciary, a committee composed of laW'- 
yers, men of trained mind, men who, I believe, know the limit 
within which the Congress of the United States can go, and men 
who i believe khow that the Congress of the United States has no 
more jurisdiction over this question, under the guise of a revenue 
law, than they have over the question whether the City of New York 
shall drink tea or coffee for their breakfast. Because there is a tax 
imposed on the business and a license and bond, it does not make 
it a measure to raise revenue. Does any one suppose that any court 
in the United States is going to be deceived, when this question 
comes before it, by the pretense that this bill is passed for the pur- 
pose of raising revenue when the court looks behind the surface of 
the bill and finds the facts in the case, as to the real reason for which 
this legislation is asked ? Besides this, the law is not only not de«- 
signed to raise revenue, but it is designed to prohibit trade. A tax of 
twenty cents a bushel is imposed under this law on every trans- 
action described in it. Every sensible man knows that such a tax 
as that will absolutely preclude every such transaction. Twenty cents 
a bushel is more than the whole fluctuation in the price of wheat 
during any twelve months on an average ; and everybody knows 
that a law which imposes a tax of twenty .cents a bushel on a transac- 
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tion on which as a rule there is not more than one cent a bnshel 
profit either way, is designed to destroy the transaction. Does 
anybody imagine that the courts won't see through such a subter- 
fuge as that ? 

Now, there are a class of people in our country vitally opposed to 
what they consider the greatest evil of modem times, liquor drink- 
ing and liquor selling. They will go to any length to suppress that 
traffic. But there is not one of them who has ever looked into the 
question who has dared to come to Congress and ask them to pass 
a law for its suppression. They know that Congress has no juris- 
diction whatever in the premises. And they have no more juris- 
diction or power over the question of the selling of grain than they 
have over the question of the selling of liquor, and no more right 
to impose a license upon a citizen to sell grain for present or future 
delivery, than they have to sell liquor. Only by an amendment to 
the Constitution of the United States can such a power be con- 
ferred on Congress. I therefore confidently expect, Mr. Chairman, 
that the distinguished Senators who compose this Committee will 
turn down this bill the first moment they consider that. 

And now as to whether the courts will look into this question. I 
simply want to quote one opinion. In the first place I want to say 
that the courts of the United States have sustained this system as 
legitimate and lawful, and subject to the protection of the laws. 
Now as to whether the courts will go behind the surface of such 
legislation as this to ascertain the real purpose, I beg to refer to the 
opinion inMugler vs. Kansas, 125 TJ. S., where it was decided that 
'^ Judicial tribunals were not to be misled by mere pretenses and 
'^ were under a solemn duty to look at the substance of things 
'^ whenever it became necessary to inquire whether legislation had 
^^ transcended the limits of its authority. If, therefore, a statute 
" purporting to have been enacted to protect the public health, 
^* public morals or public safety, has no real or substantial relation 
^^ to these objects, or is a palpable invasion of the rights secured 
^^ by the fundamental law, it is the duty of the courts so to adjudge 
'^ and thereby give effect to the Constitution. '^ 

Mr. Washburn : What is the difference in principle from levy- 
ing a tax of ten per cent, on State currency? 

Mr. Kaymond : That was incident to the power of this govern- 
ment to raise money by laws to preserve its own existence. 

Mr. WASHBURi5r : It was done for the purpose of wiping out State 
and giving place to National currency. 
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Mb. Raymon"d. : It was done for the purpose of providing money 
for the preservation of the national existence. Is there any pretense 
of that kind here? 

Mr. Washburis^ : That law was passed in order to give us 
uniform National currency^ instead of having various kinds of State 
currency. 

Mb. Eayhond : That law was passed as incident to the right of 
the Government of the "United States to preserve itself by borrowing 
money. 

Mr. Washburn : That was done with reference to the National 
currency, with greenbacks. 

Mr. Eaymond : I understand that ; but it was done for the pur- 
pose of finding a place in which to sell bonds on which the National 
currency was to be based, for the preservation and defense of this 
Union. But has any department of the Government come to this 
Congress and asked for an increase of revenue ? It is a subterfuge 
too plain for discussio 



THE CHAMBER OP COMMERCE OP THE STATE OP 

NEW YORK. 



Meeting of Thursday, March 3, 1892. 

The Committee on Internal Trade and Improvements, to whose 
attention was brought a request from the New York Cotton Ex- 
change to join in a protest against three bills which have been re- 
cently presented to Congress, viz. : House bill No. 2699, by Mr. 
Hatch, of Missouri ; Senate bill No. 685, by Mr. Washburn, and 
Senate bill No. 1268, by Mr. Peffer, reported as follows through 
Chairman Louis WindmuUer : 

It appears to have been the mistaken notion of the framers that 
they could benefit producers as well as consumers if they throw ob- 
stacles in the way of dealers, to sell what they do not own and buy 
what they do not need. TJiey evidently believe that such sales and 
purchases tend unnaturally to depress or advance values. They 
seem to forget that these so called speculators must deliver what 
they have sold and pay for what they bought. The price of cotton 
is low, not because it was sold short, but because the production 
is large and consumption is small. When a manufacturer is 
anxious to secure raw material for future orders, which are offered 
to him at a time when cotton on the spot commands a higher price 
than he can pay, the middleman, who anticipates a reduction of 
values, comes forward and agrees to furnish it at a figure which en- 
ables the mill owner to close contracts for the fabrics demanded by 
his customers. Breadstuffs are high, not because they were bought 
for a rise, but because they are needed by nations whose crops have 
been a failure. An exporter receives an order to forward at certain 
limits, when navigation opens, to a port on the Baltic Sea, a cargo 
of corn. It is unobtainable and not wanted for immediate deliv- 
ery. The dealer in futures steps in and agrees to furnish to the ex- 
porter what he wants at the time when he needs it. 

It is indisputable that such dealers have become useful factors in 
the general development of commerce ever since it has assumed 
large proportions. They take risks by which future wants are pro- 
vided in our home market as well as in foreign countries. When 
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they overstep the limits of prudence, they are the sufferers, rather 
than producers and consumers. A combination of such men is not 
powerful enough to control prices of the great staples of this 
country beyond their natural level, so as to cause serious injury. 

But even if the public should occasionally suffer because the 
markets have been forestalled, your committee does not believe that 
the course provided by these bills furnishes a proper remedy for the 
evil. Past experience shows that legislation will only do harm 
when it tries to interfere with the natural laws of trade. 

Your committee therefore recommend that this Chamber join 
the Cotton Exchange and the other commercial bodies throughout 
the country in a protest against the passage of these bills, as they 
would injure the best interests of the community. 

On motion the following resolutions were unanimously adopted : 

Whereas, There has been introduced in the Senate of the United 
States by Senator Washburn, of Minnesota, bills known as S. 685 
and S. 1757, and in the House of Eepresentatives by Kepresenta- 
tive Hatch, of Missouri, a bill known as H. K. 2699, levying a tax 
on purchases and sales for future delivery of cotton and all hog 
products of five cents per pound, and on wheat, corn, oats, barley 
and other grain of twenty cents per bushel ; and 

Whereas, Should any one of these be enacted into law the result 
would be the suppression of trading in this country in what is 
known as contracts for future delivery of the articles mentioned, 
to the great detriment of all persons engaged in their growing, 
handling or consuming : 

Resolved, That the Chamber of Commerce of the State of New 
York hereby enters its solemn protest against the enactment into 
law of any of the before mentioned bills now before Congress, or 
of any other bill or bills of similar purport. 

Resolved, That this Chamber hereby expresses its condemnation 
of any attempt on the part of Congress to enact laws for the sup- 
posed benefit of one portion of the community as against another. 

Resolved, That whatever the asserted evils may be incident to 
this method of doing business, it affords a measure of security and 
protection to legitimate traders as well as to the producers ^f the 
articles named that is not to be disregarded. 
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Resolved, That it is the opinion of this Chamber that no good 
<5an result to the agricultural interest of the country by any legisla- 
tion that curtails and restricts free and untrammeled trading. 

Resolved, That the great law of supply and demand regulates 
Talues of everything, and that no particular system of trading can 
ever more than temporarily, if at all, obstruct its full operation ; 
that this inexorable law always has and always will operate whether 
a man sells what he does not possess in the hope of securing it at a 
later period at a less price or not, and that any effort having in view 
4;he abolition of ^^ short selling,^^ if enacted into law, would not only 
fail to secure the imaginary benefits sought, but would be product- 
ive of incalculable injury to legitimate business interests while this 
•fact is in process of being determined. 

Resolved, That a copy of ^this protest be forwarded to each 
Senator and Bepresentative in Oongress. 

Geo. Wilson, 

Secretary. 



NEW OELEANS BOAED OP TEADE, LIMITED. 



New Orleans, January 7th, 1892. 
Mb. M. C. Flower, 

President Nmo Orleans Cotton Exchange. 

Dear Sir : It is my pleasure to transmit to you the following 
resolutions adopted by our Board of Directors in session this day : 

Resolvedy That the New Orleans Board of Trade, Limited,, 
earnestly invokes the aid of the Senators and Eepresentatives in 
Gongress, from Louisiana, towards the defeat of the bill recently 
introduced into the United States Senate by Mr. Washburn, of Min- 
nesota, entitled '* A bill defining options in futures and imposing 
special taxes on dealers therein, ^^ etc., etc. 

Resolved, That the passage of such a law will not only seriously 
interfere with the commerce of the United States, but alter existing 
modes and methods of doing business to the serious detriment of 
our people. To prohibit dealings in futures, where delivery of goods 
or merchandise is contemplated, can effect no benefit to either pro- 
ducer or consumer, and if persisted in, must place us, as a people 
and a nation, at a serious disadvantage compared with other 
nations ; that should we be cut off from the modern method of 
doiug business on this side of the Atlantic, it will not effect similar 
changes in the great commercial and money centres abroad, and the 
result will be to largely place the control of our markets under 
foreign centres. 

Resolved, That this Board of Trade endorses the efforts of the 
New Orleans Cotton Exchange to secure adverse action on the 
Washburn bill as far as cotton is concerned, and that, as the rep- 
resentatives of the grain and produce interests of this section, they 
are of opinion that the adoption of said bill will place this and all 
other communities at a serious disadvantage, forcing us back a 
century behind the present age, and accomplishing no good, if, 
indeed, it does not work a serious injury to the interests of both 
farmers and planters. 
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Resolved, That, in onr opinion, the best interests of the farmer 
and planter are to secure all possible competition for their products, 
and that any interference with the modern methods of transacting 
business, will undoubtedly curtail such competition. 

We are forwarding copies of tha above to Louisiana's Senators 

and Bepresentatives in Gongress to-day and urging their action in 

accordance therewith. 

Very respectfully, 

(Signed) Ht. H. Smith, 

Secretart/. 



SAVANNAH COTTON EXCHANGE, 



At a meeting of the Board of Directors of the Savannah Cotton 
Exchange^ held this day^ it was the unanimous sense of the Board 
that. House Bill No. 2699, introduced by Representative Hatch of 
Missouri, Senate Bill No. 685, introduced by Senator Washburn of 
Minnesota, and Senate Bill No. 1268, introduced by Senator Peffer, 
of Kansas, if passed would be of very great injury to the agricul- 
tural and commercial industries of the country by prohibiting the 
convenient and necessary method of dealing in futures, and I was 
directed to request our Senator and Representatives in Congress, to 
vote and use their influence against the passage of said bills. 

Very respectfully, 

(Signed) J. F. MiKis, 

President 
J. P. Merrihew, 
Sec'y <& SupH. 

Savannah, Ga., February 18th, 1892, 
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THE MOBILE COTTON EXCHANGE. 



To Senator G. F. Hoar, 

Chairman y Judiciary Committee , United States Senate. 

The Mobile Cotton Exchange desires to protest against the pas- 
sage of the Bill introduced in the U. S. Senate on December 14 tb, 
1891, and known as the Washburn Bill, for prohibiting dealings in 
contracts for future delivery of cotton, grain, etc. 

In the opinion of this Exchange the passage of said bill will seri- 
ously interfere with the marketing and financing of the American 
cotton crop. 

The system of contracts for future delivery of cotton as conducted 
upon the Exchanges of New York and New Orleans affords facilities, 
for handling the crop which cannot be dispensed with. 

The passage of the bill in question or any similar measure will 
have the effect of transferring to the European Exchanges an im- 
mense volume of business, with the result of serious inconvenience- 
and greatly increased cost to the American dealer and shipper. 

It is the opinion of this Exchange that while the course of prices^ 
is ultimately regulated by the great law of supply and demand, the 
system of contracts for future delivery exercises a beneficial effect 
upon values rather than the contrary and tends to steady and sus- 
tain them, inasmuch as it affords facilities for relieving the con- 
gested conditions often attendant upon the rapid marketing of the 
great staple products of the country due to the present greatly im- 
proved transportation facilities and the necessities of the producer. 
Any evils which may be attendant upon the custom of dealing in 
contracts for future delivery are traceable to the individual, not to* 
the system, and are much more than offset by the benefits derived 
therefrom by the producer and the legitimate. dealer in the product*. 

( L. C. Prt, 
[seal] Signed < E. Holzboen, 

^ ( Benj. Ehett, 

Special Committee 

Mobile Cotton Exchange.. 

Mobile, Ala., Jan^y 11th, 1892. 
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MEMPHIS COTTON EXCHANGE. 



Copy of letter sent to Members of Congress : 

Memphis, Tenn., Feb. 12, 1892. 

Dear Sir: At a meeting o&the Board of Directors of the Memphis 
Cotton Exchange, held on the 10th instant, careful consideration 
of the Washburn, Hatch and Peffer bills, defining '* options ^^ and 
^^ futures, ^^ now pending in Congress, were considered and fully dis- 
cussed. The Memphis Cotton Exchange does no business in '^ op- 
tions '^ and "futures," but the board was unanimously of the opin- 
ion that' the passage of either of those bills into a law would seriously 
damage the commercial and producing interests of the country. In 
fact it is difficult to see how, without future sales, farmers and man- 
ufacturers would be able to moye or dispose of their large products 
in any reasonable time, being left alone to the slow process of pres- 
ent demand and consumption. The dealing in "options'^ and 
"futures," like nearly every other business, is not entirely free from 
objections or evils, but the benefits derived from the practice en- 
abling the producer to promptly market his products and thereby 
meet his obligations on time, largely outweigh all opposing consid- 
erations. 

The above views almost unanimously refiect the opinion of the 
Memphis Cotton Exchange, and you are earnestly requested to lend 
your opposition to all bills looking to the prevention of dealing in 
"futures" and "options," if, after an examination of the question, 
you can consistently do so. 

Yours very truly, 

H. M. Neely, 
President Memphis Cotton Exchange. 
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HOUSTON COTTON EXCHANGE AND BOAED OF TRADE. 



Houston, Texas, Dec. 30, 1891. 
To the Senate and House of Representatives in Congress assembled : 

The Houston Cotton Exchange and Board of Trade have had 
their attention called to a bill introduced at this session of the 
United States Congress in the Senate thereof and known as the 
Washburn bill, for preventing dealings in options. 

Without discussing the matter as to whether prices are influ- 
enced favorably or otherwise, but expressing the opinion that the 
influence exerted by dealing in futures, is a benefit to prices gen- 
erally, we desire to say, that a very large amount of business is now 
•conducted where futures play an important part in protecting 
legitimate con;Lmerce, and enabling merchants to sell the actual pro- 
duct for future shipments, which is alLfor the convenience of man- 
ufacturers, which as prudent business men they would probably 
not be willing to do but for their ability to hedge themselves with 
future contracts for cotton. 

Should the Washburn bill become a law, it will entirely do away 
with such dealings in the United States, and the consequence will 
be, that the entire volume of business of this description, which 
has grown to very large proportions, will be transferred from this 
country to England, France and Germany, whereby a large amount 
of money will be paid to those countries for performing the services 
which we can have done more promptly, satisfactorily and cheaply 
-at home. This Exchange, therefore, desires most respectfully to 
j)rotest against the passage of the Washburn bill. 

(Signed) H.. W. Q arrow. 

President. 
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GREENVILLE COTTON EXCHANGE. 



At a meeting of the Cotton Exchange of Greenville, Mississippi, 
held this 15th of February, 1892, it was unanimously 

Resolved, That this Exchange regards the Washburn bill (so 
called), now before the National Congress, as a menace to the best 
interests of the cotton planters of this country. This Exchange, al- 
though not so large as many others in the country, claims to rep- 
resent more directly the interests of the cotton planters than any 
other, a large proportion of its members being among the largest 
planters of the cotton belt. 

Resolved, That we consider the method of buying and selling^ 
cotton for future delivery, now recognized all over the world as an 
important part of the regular cotton trade, to be a regulator and 
not a disturber of values, and in its practical operation enables the 
planter to obtain at all times a fair value for his crops, as estab- 
lished by prospective supply and demand. 

Resolved, That the view apparently entertained by some of the* 
members of the Agricultural Committee of the House of Repre- 
sentatives, that dealing in cotton for future delivery is a gambling 
contract, is an erroneous one ; but, on the contrary, is, in the 
present era of rapid communication and transit, the legitimate out- 
come of modem methods and, if suppressed by legislation in this, 
country, will be vastly increased in England and Europe, to 
the serious injury of planting, manufacturing and commercial in- 
terests in this country. 

Resolved, That a copy of these resolutions be sent members of 
Congress from the various cotton States and extensively circulated 
among the planters of Mississippi. 

(Signed) N. Goldstein, PresidenL 

E. BouRGES, Secretary. 
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NEW YORK BANKS AND BANKERS. 



New York, February 4th, 1892. 
To the Hon. The House of Representatives of the United States: 

The undersigned, engaged in the Banking basiness in the City of 
New York, believe that if House of Representatives' Bill, No. 2699, 
now before your Honorable body, taxing purchases and sales of cot- 
ton, grain and hog products for future delivery, becomes a law it 
will do great damage to the business in those articles, and work a 
serious injury to producers. 

That, as Bankers, we consider our risk in advancing on such 
property, very much less than was the case prior to the inaugura- 
tion of the present method of doing business. 

We therefore earnestly protest against the passage of this meas- 
ure, and trust that no legislation in this direction may be approved 
by your Honorable body. 

J AS. T. Woodward, 

' President, Hanover National Bank. 

J. Edward Simmons, 

Pregident, Fourth National Bank. 

Warner Van Norden, 

President, National Bank of North Americt 

Arthur B. Graves, 

^President, St. Nicholas Bank. 

James Stillman, 

President, National City Bank. 

A. E. Orr, 

Vice-Pres. Mechanics^ National Bank. 

Forest H. Parker, 

President, New York Produce Exchange. 

Charles M. Fry, 

President, Bank of New York, N. B. A. 

R. M. Gallaway, 

President, Merchants^ National Bank. 

H. TtOCHOLL, 

President, German American Bank. 

W. W. Elannagan, 

President, Southern National Bank. 
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W. A. Nash, 

President, Com Exchange Bank. 

J. H. Pabkeb, 

President, United States National Bank. 

Jno. B. Woodward, 

President, Third National Bank. 

W. W. Sheemak, 

President, National Bank of Commerce. 

W. H. Peekins, 

President, Bank of America. 

R. L. Edwaeds, 

President, Bank of this State of New York. 

B. H. Peekins, Je., 

President, Importers* and Traders* National Bank. 

H. W. Cannon, 

President, Chase National Bank. 
J. K. CiLLEY, 

President, Ninth National Bank. 

D. C. Hays, 

President, Manhattan Company. 

Gboege Bliss, 

Of Morton, Bliss & Co., Bankers. 

Ladenbueg, Thalmann & Co., 

Bankers. 
KNAUTH, NaCHOD & KUHNB, 
Bankers. 

Lazaed Feeees, 

Bankers. 

Baeing, Magoun & Co., 

Bankers. 

Beown Bbos. & Co., 

Bankers. 

J. & W. Seligman & Co., 

Bankers. 

'Heidelbach, Ickelheimee & Co., 

Bankers. 

KUHN, LOEB & Co.,' 
Bankers. 

Blake Beothees & Co., 

Bankers. 



NEW OKLEANS BANKS AND BANKERS. 



New Oelbai^^s, December 30th, 1891. 

To the Hononzble, The House of Representatives and Senate of the 
United States of America, Washington, D. C: 

The undersigned, engaged in the banking business in the city 
of New Orleans, believe if Senate bill 685, '' The Washburn Bill,'' 
taxing purchase and sale of cotton, grain and hog products, 
becomes a law, that it will do immense damage to the business in 
those articles, reduce stability in values, and work great injury ; 
and that, as bankers, we consider our risk in advancing on such 
property very much less than was the case prior to the inauguration 
of the present mode of doing business. Therefore, we must 
respectfully protest against the passage of the bill : 

N. B. Sligh, 

President, Soathern National Bank. 

R. M. Walmsley, 

Preeident, Louisiana Nalional Bank. 

C. KOHN, 
• President, Union National Bank. 

A. Baldwin, 

President, New Orleans National Bank. 

George R Pbeston, 

President, Hiliemia National Bank. 
G. W. NOTT, 

President, Citizens* Bank of Louisiana 

L. O.Fallon, 

President, Mutual National Bank. 

Cha?. F. Hoffman, 

B inkers and Exchange. 

H. Maspebo, 

P.eddent, Traders^ Bank. 

James T. Hayden, 

Pr sident, Whitney National Bank. 

H. Gardes, 

President, American National Bank. 
W. P. NiCHOLLS, 

President, Bank of Commerce. 

N. Landry, 

President, Peoples' Bank of New Orleans. 
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lERRE LaNAUX, 

President, State National Bank. 

J. 0. Morris, 

President, New Orleans Canal and Banking Co. 

G. Ad. Blaffer, 

Cashier, Germania Savings Bank. 
• Jos. L. BOURDETTE. 

Fred. Peters, 

President, Metropolitan Bank. 

Gilbert H. Green. 
Germania National Bank, 

J. C. Deni8,Pre8ident. 

Moore, Hyams & Co. 
Isidore Newman, Sr. 

BeRTUS & DUREL. 



CHICAGO BANKS AND BANKERS. 



Chicago, III., Feb 'y 4, 1892. 

To the Congress of the United States : 

The undersigned hereby respectfully and urgently protest against 
the enactment of Senate Bill No. 1757, '' defining options and 
futures," and known as the Washburn Bill. 

We believe that the passage of any such, bill would be not only 
seriously detrimental to the agriculturalist, but would be of incal- 
culable injury to the manifold industries of the entire country, 
inasmuch as these industries depend for their profitable prosecution 
upon that system of buying and selling for future delivery, which 
. the Washburn Bill would destroy. 

We believe the dealings in futures in grain and hog product, as 
regulated by the Board of Trade of the City of Chicago, and similar 
exchanges, based on the actual delivery of the commodity traded in, 
are the highest development, after years of experience and labor, of 
the best system of handling the enormous crops of this country to 
the most profitable advantage of the producer. 

This system affords an open market on which the world's compe- 
tition can meet in establishing values without the limitations and 
restrictions which an exclusively consumptive demand would im- 
pose. 

Its daily declaration of values is the analysis of the world^s 
product and requirement, and. reduces to the minimum the risk of 
those engaged in handling the crops, thereby securing to the pro- 
ducer the highest bids at all times. 

By this system our merchants yearly advance millions of money 
for the cribbing and warehousing of grain throughout the country, 
which, without the protection of the present market would not be 
done. 

To destroy this system, as contemplated by the Washburn bill, 
would reduce the cii;pulation of money when most needed to move 
the crops, would greatly restrict * credits owing to uncertainty of 
values, practically drive tne small grain merchants from the field 
and concentrate the business of handling the products , herein 
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referred to in the hands of wealthy corporations and syndicates of 
warehousemen and millers. 

Corn Exchange Bank, 

By Ernest A. Hamill. Yice-Prefiident. 

Illinois State Savings Bank, 

By J. J. Mitchell, President. 

Bank of Montreal, Chicago, III., 

By William Mnnro, Manager. 

Union National Bank, 

By August Blum, Cashier. 

The Northwestern National Bank of Chicago, 

By E. Backingham, President. 

The Metropolitan National Bank, 

By E. J. Keith, President. 

The Atlas National Bank, 

By C. B. Parwell, Vice-President. 

Merchants* National Bank, 

By C. J. Blair, President. 

The Merchants^ Loan and Trust Co., 

By J. W. Doane, President. 

The Commercial National Bank of Chicago, 

By H. F. Eames, President. 

The American Trust and Savings Bank, 

By Q. B. Shaw, President. 

Fort Dearborn National Bank, 

By John A. King, President. 

American Exchange National Bank, 

By John B. Kirk, President. 

The Union Trust Company of Chicago, 

By S. W. Rawson, President. 

The National Bank of Illinois, 

By Geo. Schneider, President. 

Hibernian Banking Association, 

By J. V. Clark, President. 

First National Bank of Chicago, 

By R. J. Street, Cashier. 

Continental National Bank, 

By John C. Black, President. ^ 

The Columbia National Bank, 

By Z. Dwiggins, Cashier.. 

The Globe National Bank, 

By D. A. Moulton, Cashier. 

KoYAL Trust Company, 

ByJ. B.Wilbur, Cashier. ^ 

National Bank of the Republic, Chicago, III., 

By John A. Lynch, President. 

The Hide and Leather Nat. Bank, Chicago, III., 

By Chas. F. Grey, President. 
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The Northbrk Trust Company, 

By Byron L. Smlthf President. 

National Bank of America, 

By Morton B. Hall, Yice-Preeident. 

Bank of Commerce, 

By H. Felsenthal, Plresident 

Commercial Loan and Trust Company, 

By James B. Hobbs, Fresidenw 

Chemical National Bank, Chicago, III., 

By G. E. Hopkins, Cashier. 

Franklin MacVeagh, 

Marshall Field, 

Sprague, Warner & Co., 

Lord, Owen & Co., 

Markley, Alling & Co., 

Pitkin & Brooks, 

Eeid, Murdock & Co., 

W. M. HoYT & Co., 

Kelley, Maus & Co., 

M. D. Wells & Co., 

Selz, Schwab & Co., 

Phelps, Dodge & Palmer, 

Butler Brothers, 

Carson, Pirie, Scott & Co., 

James H. Walker & Co., 

Hy. W. King & Co., 

C. M. Henderson & Co., 

Sweet, Dempster & Co., 

Wells & Nellegar Co., 

HiBBARD, Spencer, Bartlbtt & Co., 

McCormick Harvesting Machine Co., 

Frazer & Chalmers, 

Warder, Bushnel & Glessner Co. 
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